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CASE HISTORY No. 4002 





"DITTO Eliminates 


4 to 8 writings on Order and Billing work” 


COLONIAL RADIO CORP. REPORTS 


Prior to installing the Ditto One-Writing Order and Billing 
System, 4 to 8 writings were needed on each order entered 
by the Colonial Radio Corporation of Buffalo, New York. 

Three billing machines were used for writing up orders and 
invoices; in the shipping room 2 more billing machines were 
used to write up bills of lading and labels. Errors were numerous 
.. . Copying costs were high. Colonial now uses a single Ditto 
Direct Process duplicator to handle all of this tedious, costly 
paper work. Errors have been eliminated, the activities of all 
departments coordinated. 

Whether your problems involve order and billing, payroll, 
purchasing or production, you can effect similar savings with 
Ditto. Case History No. 4002 explaining how Ditto saves 
re-writing and eliminates errors for the Colonial Radio Cor- 
poration, is yours for the asking. Write for your copy today. 


DITTO, INC., 650 South Oakley Blvd., Chicago 12, Illinois 
In Canada: Ditto of Canada, Ltd., Toronto, Ontario 


DITTO zc. 


TRADE MARK REG, U. S. PAT. OFF. 
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Introducing This Month’s Authors 








Middletown, Connecticut, take a bow! 

One of our authors this month is a native 
son of the city and another spent his under- 
graduate years in its elm-shaded environs. We 
believe these 
“neighbors” — Dr. 
Stevens and Mr. 
Lippincott—meet 
for the first time, 
however, in this is- 
sue, in which their 
manuscripts follow 
consecutively. 

Dr. Samuel N. 
Stevens (‘‘Person- 
nel-Mindedness in 
Management,”’ 
page 388), who 
has just completed 
his seventh year as 
president of Grin- 
nell College, is the 
sixth president of 
this century-old institution, having taken office 
on July 1, 1940. Prior to this date, he had been 
a member of the faculty and administration of 
Northwestern University, which he served as 
Professor of Psychology, later as Dean of the 
University College. Dr. Stevens developed this 
institution from its very beginnings, and in less 
than a decade he had created a full-fledged aca- 
demic degree-granting institution, with a stu- 
dent enrollment of more than three thousand. 
As president of Grinnell College, President 
Stevens continues to maintain the century-old 
traditions of the oldest liberal arts college west 
of the Mississippi. 

A graduate of Wesleyan University, Middle- 
town, Connecticut, President Stevens did grad- 
uate work at Johns Hopkins University, Gar- 
rett Institute, and Northwestern University, 
receiving his Doctor of Philosophy degree from 
this latter institution. He had military service 
in the Army during the first world war. Inter- 
ested in community affairs, President Stevens 
served for six years as president of the Evans- 
ton Board of Education, as a member of the 
Chicago Crime Commission, and as Chairman 
of the City Committee on Industrial Relations. 
As a professional psychologist, President Stev- 
ens held memberships in all of the professional 
psychology associations, and pioneered in the 
development of personnel and industrial psy- 
chology in this country. He has served as psy- 
cho-technical consultant for many national in- 
dustrial organizations. 

His interest in the problems of labor rela- 
tions has resulted in service as arbitrator in la- 
bor disputes for many years, and he has served 
as special advisor on labor relations to both 
management and organized labor groups. Dur- 
ing the war, he served as a public member of 
the Seventh Regional War Labor Board in Kan- 
sas City. His consulting services were also used 
by the Army and Navy and by other govern- 
mental agencies. 

President Stevens is the author of numerous 
books and periodical publications. Included 
among these are a “Primer of Industrial Psy- 
chology,’”’ ““A.B.C. of Sales Results,” a text on 
General Psychology, a volume of essays on 
“Religion and Life Adjustments,’ and numer- 
ous scientific psychological articles in the pro- 
fessional journals. He has developed a number 
of tests which are widely used in business and 
industry. 





DR. STEVENS 


Charles M. Lippincott (‘‘Production Control 
Utilizing Tabulating Equipment,” page 391), 
born in Middletown, Connecticut, and a grad- 
uate (with honors) of its High School, studied 


accounting, eco- 
nomics and finance 
at The Bentley 
School of Account- 
ing and Finance 
in Boston, from 
which he likewise 
graduated with 
honors. Starting in 
public utility ac- 
counting with the 
Associated Gas 
and Electric Com- 
pany, he was later 
transferred to a 
subsidiary, New 
England Gas and 
Electric Association. In 1935 he joined the 
United States Gypsum Company. While at 
Gypsum he familiarized himself with the vari- 
ous manufacturing processes and products, and 
developed a continuing interest in production 
control. At the beginning of the recent war, 
when interest was turning from building homes 
to building armament, Mr. Lippincott joined 
the Sullivan Machinery Company as works ac- 
countant, and shortly thereafter was made gen- 
eral auditor of the company. Early in 1945 
he accepted a position with the Harris-Seybold 
Company, makers of printing presses and re- 
lated graphic art equipment, as controller of 
the Seybold Division at Dayton, Ohio. Later 
in the same year, Mr. Lippincott joined his 
present company, the Austin-Western Company 
at Aurora, Illinois as comptroller. Mr. Lippin- 
cott is a member of the Controllers Institute of 
America. 





MR. LIPPINCOTT 


H. W. Prentis, Jr. (“The Price of Freedom,’ 
page 394) is president of the Armstrong Cork 
Company, Lancaster, Pennsylvania. After serv- 
ice as secretary to the president of the Univer- 
sity of Missouri, 
and a like position 
at the University 
of Cincinnati, Mr. 
Prentis joined 
Armstrong Cork 
in 1907, as assist- 
ant to the manager 
of the insulation 
division. He has 
served the com- 
pany, during the 
intervening forty 
years, as the first 
manager of its ad- 
vertising depart- 
ment (1911), as 
general sales man- 
ager of the floor 
division (1920), as a vice-president and a 
member of the board of directors (1926), as 
first vice-president (1929), and as president 
since March, 1934. He is, likewise, an officer 
and director of two domestic and two foreign 
subsidiaries of his company, in addition to 
holding directorships in the Mellon National 
Bank and Trust Company, Pittsburgh, and the 
Borden Company, New York. 

A native of St. Louis, Missouri, Mr. Prentis 
holds the A.B. degree from the University of 
Missouri (1903) and the M.A. degree from 
the University of Cincinnati (1907). Eight col- 
leges and universities conferred on Mr. Prentis 
the honorary LL.D. degree between 1932 and 
1946. 

In other fields, Mr. Prentis has served as 
chairman (1926-27) of the American Society of 
Sales Executives; Member, Industrial Advisory 
Committee of Federal Reserve Bank of Phila- 


Bachrach 





MR. PRENTIS 


delphia (1934-40); Member, Governing Body 
of the National Industrial Conference Board 
(since 1938); Member, Business Advisory 
Council for the United States Department of 
Commerce (since 1943); Director, National 
Association of Manufacturers since 1936 (Pres. 
ident, 1940; Chairman, 1941; Honorary Vice 
President for Life, 1946); and a Director 
United States Chamber of Commerce (1938. 
1940). 

Mr. Prentis’ public service positions have 
included: Chairman, Pennsylvania Post-War 
Planning Commission, (1944) ; Deputy Direc. 
tor, Regional War Production Board, (April 
1942 to January, 1943) ; Management Delegate 
to President Truman’s Labor-Management Con- 
ference, (November, 1945); Co-Chairman 
Pennsylvania Committee on Hospital Facilities 
Organization and Standards, (1946); Member 
of Board of Directors of the U.S.O. Campaign 
for Pennsylvania, (1946); Director, Lancaster 
Community Service Association since 1923 
(President, 1931-1933); Vice President, Penn- 
sylvania War Fund, (1943-1945) ; and Member 
of Board, Pennsylvania Roadside Council, Inc. 


Following graduation from Illinois (formerly 
Armour) Institute of Technology, which he en- 
tered with a scholarship in Fire Protection En- 
gineering, Harley W. Mullins (‘Business 
Interruption Insur- 
ance,” page 399) 
spent six and a 
half years in vari- 
ous departmental 
activities with the 
Michigan Inspec- 
tion Bureau. Late 
in 1936 he joined 
the National Fire 
Insurance Com- 
pany of Hartford, 
as an engineer. In 
mid-1939, he _ be- 
came state agent 
for Indiana, hold- 
ing that post until 
September, 1946, 
at which time he 
was promoted to agency superintendent of the 
Western Department of National Fire Group. 

Designated a Chartered Property and Casu- 
alty Underwriter in 1946, Mr. Mullins is, at 
present, a member of the Chicago Society of 
Property and Casualty Underwriters, the West- 
ern Conference of Special Risk Underwriters, 
and a number of fraternal and civic organiza- 
tions, as well as holding honorary membership 
in the Indiana Fire Underwriter Association 
and the Indiana Fire Prevention Association. 


Dexheimer-Carbon 





MR. MULLINS 


Clinton J. Sammond (“Labor Relations Dol- 
lars and Cents,” page 401) was born in Brook- 
lyn, New York and received his education in 
New York City as well as at the University of 
Vermont. A labor 
relations consult- 
ant, he has an ex- 
tensive background 
of experience in a 
multitude of busi- 
ness _ enterprises. 
He has dealt with 
practically all of 
the unions affili- 
ated with the 
American Federa- 
tion of Labor and 
the Congress of 
Industrial Organi- 
zations. Traveling 
approximately 
two thousand 
miles a week by 
air, he has done business in thirty-two of the 
forty-eight States, as a representative of man- 
agement. Mr. Sammond is a collector of first 
editions and is also an inveterate raconteur. 


Weber 
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Why let these three 
take three-quarters of your payroll? 


Look around you at the people in your office. Right now, aren’t 
perhaps 75% of them using a pencil or a typewriter? Or checking 
... filing... reading... handling... a piece of paper? Ten to one, 
it’s a business form. 

Is 75% of your payroll worth some thought? Then consider 
these three ways that Uarco Business Forms can reduce your 
paper work: 


1. Less handling ... forms are combined so that one form 
serves many departments . . . pre- 
assembling saves time and bother. 


2. Less writing .. . all necessary copies, 20 or more, come 
rom a single writing. 
f; gl ting 


3. Less looking ... facts are always easy to read, easy to 
reach. 


Don’t go on paying for unnecessary work! Call your Uarco 
Representative for a complete survey. . . that’s far easier than 
taking the time for it yourself. No obligation whatever. UARCO 
INCORPORATED, Chicago, Ill.; Cleveland, Ohio; Oakland, 
Cal.; Deep River, Conn. Offices in All Principal Cities. 


For Vustance. «« you'll find this Uarco Accu-rite Register 
a handy cost-saver for hand-written records, material and 
work orders, etc. Consecutive numbering of forms provides complete, 
accurate control. One copy is automatically filed, safe from tamper- 


wartae eee 


INCORPORATE DO 








AUTOGRAPHIC REGISTERS SINGLE SET CONTINUOUS-STRIP FORMS 
AND REGISTER FORMS FORMS FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS 
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Edttortal Comment 


The Corporate Report Case Stated Simply 


NE of the clearest analyses that has come to our 
notice of the work that was done by the Con- 
trollership Foundation in preparing its recent report 
on the degree of acceptance by the public, of corpo- 
rate financial reports, is presented in an editorial which 
was published on July 9 in “The Journal of Com- 
merce,” of New York City. 
The editorial was headed “A Job for Management.” 
Because it is constructive and illuminating, it is repro- 
duced here in full: 


“Corporate financial reports are not doing, by and large, the 
job for which they are designed. They are not being widely 
read, and too many of the people who read them do not under- 
stand or trust them. 

“This is the discouraging conclusion of a survey carried out 
by the Opinion Research Corporation for the Controllership 
Foundation. 

“Corporation annual reports have become much more attrac- 
tive typographically. The accounting profession and the Secuti- 
ties and Exchange Commission have worked hard to raise stand- 
ards in financial reporting. Managements have assiduously tried 
to make their reports more interesting and more informative. 

“Unfortunately, these well-meant efforts have had but limited 
success to date, to judge from the Opinion Research Corpora- 
tion’s survey. For, despite the wider distribution of wealth 
and security ownership, this survey found that only a third of 
the adult population of the United States has ever seen a profit 
and loss statement, and nearly half of these had seen only re- 
ports of financial institutions in which they had deposits or 
insurance policies. Furthermore, two-thirds of those who had 
ever read a financial statement had not done so in the last six 
months. 

“Well over half the adults, according to this survey, regard 
financial statements as difficult to understand. Nearly half 
think profits are not accurately stated in financial statements. 
Fully 45 per cent. think business profits average 25 per cent. or 
more. 

“Such findings show that management has yet to solve the 
problem of making corporate financial reports widely read and 
understood. They lend support to the view that attempts to 
improve financial reporting have not been in the right direc- 
tion in too many cases. For the test is not what technicians 
think about corporate reports, but rather whether the public 
reads and understands them. 

‘Some managements will throw up their hands at these find- 
ings and say that by their very nature corporation reports are 
not popular reading and cannot be made so. But such a view 
runs away from the problem—it does not solve it. 

“The root of the difficulty may well be the effort to write re- 
ports for too many types of readers. Annual reports are ex- 
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pected to be read by financial analysts, by large and small stock- 
holders, and often by employes and customers as well. They 
must meet the exacting standards of accountants and the SEC 
with regard to terminology—yet they are expected to be inter- 
esting to laymen, most of whom have no training whatever in 
bookkeeping and accounting. 

“If the annual report is to be primarily a vehicle for passing 
on information to the rank and file of stockholders and the 
public generally, more radical changes are required in its con- 
tent and format. Terminology used in income accounts and 
balance sheets, for example, will have to be modified drastically 
to become clearly understandable to readers without any techni- 
cal training in accounting. On the other hand, if the report 
is to be designed primarily for technicians, many of the recent 
changes in financial reporting become unnecessary. 

“More incisive thinking is required about the whole prob- 
lem. The identity of the desired audience must first be clearly 
determined. Then, content and format must be modified to at- 
tract and convince these readers, whoever they are, even if this 
means departing entirely from accepted accounting terminology 
and conventional financial statements. The decision as to which 
readers are desired for annual reports can be made effectively 
only at the top level of management.” 


The Controllership Foundation is the research arm 
of the Controllers Institute of America. That it is ful- 
filling its function is demonstrated by such recogni- 
tions of the value of its works as that which was given 
by “The Journal of Commerce,” which is but one of 
many which have been noted. 

President Daniel J. Hennessy of the Controllership 
Foundation commented merely that “the road signs 
have been erected, and the route marked, so far as 
this undertaking is concerned. It remains now only 
for controllers to move forward along the lines which 
have been laid down.” 


Controllers Could Help with this Job 


Drie e ig: have been noting with interest the 
nature of the appointments which were being made 
by the President and by the presiding officers of the 
Senate and the House of Representatives to the Com- 
mission for which provision was made by the Lodge- 
Brown bill, recently enacted for the purpose of investi- 
gating the organization of the federal government, and 
of making recommendations, sixteen months hence, fot 
a complete overhauling. 

A Washington newspaper correspondent said fe 
cently that in his opinion the odds are against the 
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bill's paying off, because of the unwieldiness of the 
Commission, which is composed of twelve men, and 
because it would not be possible to induce capable 
men to accept appointments. This led to the thought 
that, if a few controllers were included among the ap- 
pointees the odds against effective performance would 
be reduced, and now that the appointments to the com- 
mission have been made public, and the high caliber of 
the appointees noted, it is apparent that the comments 
af the Washington correspondent must be rated as 
pessimistic in the extreme. Appointment of such men 
as Herbert Hoover surely will raise the hopes of the 
public with respect to the results of this undertaking. 

The appointees will without doubt bring to their 
work the same high powers of analysis and the same 
keen judgment which constitute the backbone of con- 
trollership, together with wide experience with gov- 
ernmental operations. It is a super-controllership task, 
and these men, appear to be well fitted to carry it out 
successfully. The commission is in reality a task force 
well equipped with power and skill. Its objective is 
to devise ways and means of conserving and making 
the best and most economical use of the vast resources 
which are at the government’s command—truly a con- 
trollership undertaking. 

The makeup of the Commission is such as to inspire 
confidence. It should be noted that this is an under- 
taking of the greatest importance to all taxpayers. Sim- 
plification of the governmental structure is something 
that all hands recognize is sadly needed. Courage and 
common sense will be needed in cutting through the 
maze that is government today. Others besides ex- 
perts in government are needed if the job is to be done 
successfully. 


Water on Both Shoulders 


eg talk now is that inflation is receiving another 
boost, and powerful support in certain quarters. 
The wage increase for miners is the latest contributing 
factor, but there are many others, among them exports 
of goods which are abnormal. 

Economists are still pointing out that a correction 
will set in “‘at some point,” and that the longer it holds 
off, the deeper it will be. 

Controllers and business executives generally are 
not overlooking these apparently conflicting views and 
trends. They are making whatever preparations they 
can, to meet the emergency when it comes, or if it does 
come, without in any way aiding in precipitating it. It 
isa “touchy” situation which is causing business exec- 
utives to keep closely in contact with business indi- 
cators, and statistics such as controllers prepare. 


New Series of Problems 


HE Committee for Constitutional Government has 

drawn up a leaflet entitled “Labor's Bill of Rights 
Well Defined in Hartley Bill.” The Bill of Rights in- 
cludes eighteen sections. 


With the enactment of the Taft-Hartley bill into 
law, an entirely new series of problems is opened up 
for the attention and study of controllers. It is urged 
that they familiarize themselves with the details of 
the measure, and with the results of legal actions which 
will follow inevitably. 

Undoubtedly, these will be discussed in scores of 
meetings of controllers of business corporations 
throughout the country in the months ahead. 


Securities Commission’s Inquiry Forms 


ROTESTS are made occasonally to the Controllers 

Institute of America by its members concerning 
new reporting forms planned or introduced by the Se- 
curities and Exchange Commission, by means of which 
financial and statistical information is sought. In some 
instances these protests point out that the new inquiries 
addressed to business concerns seem to be outside the 
scope of the announced objectives and purposes for 
which the Commission was established. 

At one time the Bureau of the Budget, under the 
Federal Reports Act, was toying with the thought that 
the Commission should obtain approval of forms 
which it intended to use as questionnaires, but nothing 
of consequence came of the idea, and the Commission 
uses its own judgment about seeking information from 
business concerns, especially as to the frequency and 
form of inquiries which it circulates. 

Some of those who are familiar with the situation 
are of the opinion that the statistics which the Com- 
mission seeks by these inquiries are for the use of busi- 
ness generally. If that is the case it must be conceded 
that business profits from the compilations which the 
commission issues from time to time, even though they 
do not appear to be closely related to the principal ob- 
jectives of that body. 


V olunteer Instructors Wanted by Universities 


Serious thought is being given by the Committee on 
Education, of The Controllers Institute of America, to 
plans for further close cooperation with institutions of 
higher learning. These plans include participation by 
controllers in teaching prospective controllers, by giv- 
ing lectures occasionally, or on a regularly scheduled 
basis, to classes in schools of business administration 
throughout the country. 

It is an activity in which controllers may well engage, 
to the limit of their free time, if any. It should be en- 
couraged. Not all the responsibility is on the deans of 
faculties to build up this type of cooperation. Control- 
lers must make known their willingness to assist. An 
effort is being made to list controllers who have given 
lectures, or who are willing to do so. College author- 
ities will be glad to have this information. 

Such work by controllers will help to build a group 
of efficient controllers who will eventually take the 
places of those now carrying the heavy burdens. 

A. R. T. 








Personnel-Mindedness in Management 


No problem looms larger in the mind 
of management today than the problem of 
the control of human nature. This is not 
a new problem, but it has become an ar- 
ticulate one largely as a result of the de- 
velopment of scientific techniques for the 
measurement of human behaviour and the 
application of these techniques to the 
problems which confront business and in- 
dustry. Management is interested in the 
men who work in plants, offices, and fac- 
tories. It is also interested in the people 
who buy the product which is fabricated 
or produced. Finally, great interest centers 
in the men who make the laws and admin- 
ister them. Everyone of these interests is 
legitimate and all of them are of pressing 
concern. 

Management’s approach to each of these 
three groups of human beings has been 
different as perhaps it should have been. 
Millions of dollars are spent on advertis- 
ing and hundreds of thousands of dollars 
are spent in pretesting the copy and in 
measuring the modification of consumer 
attitude as a result of the message given to 
the public in newspaper, magazine and 
radio. In a competitive society, survival 
depends upon capturing the buyers’ atten- 
tion, creating a desire for the product, and 
stimulating positive action in relation to it. 
The money expended in such prodigal 
fashion by management, in order to con- 
trol the consumers’ behaviour, has not al- 
ways been wisely spent. But on the whole, 
management conceives its advertising 
budget as deserving an ever larger slice of 
the economic pie. 

No one knows the amount of money 
spent by management in its efforts to in- 
fluence the lawmakers and law administra- 
tors. That this amount runs into millions 
of dollars annually is a well known fact. 
The quality of the results so attained is 
subject to considerable question. Suffice it 
to say that management has considered it 
necessary to modify and control the atti- 
tudes and the acts of those who make and 
administer the law. 

Management has always given lip serv- 
ice to the control of human nature as it is 
found in the employees. The primary 
motivation here, however, has had origins 
not always realistic in relation to social, 
ethical and moral considerations. In fact, 
many of the management concepts which 
underlie interest in personnel control have 
questionable validity. Without doubt man- 
agement today is seeking as never before 
to understand human nature. Unless some 
type of control is soon made effective, the 
last vestiges of management as we have 
historically known it, will have disap- 
peared from the economic scene. 


By Samuel N. Stevens 


In the past, interest in the employee as 
a human being centered first in the idea 
that man was an extension of the machines 
which he served. From this theoretical 
background efficiency engineering evolved. 
The primary concern was to create work 
motions and work conditions which would 
release a maximum amount of energy with 
a minimum amount of fatigue and with 
maximum output. For nearly a half cen- 
tury management engineering was devoted 
to the task of making a better machine out 
of a man rather than developing a hap- 
pier, more efficient human being. 

The commodity theory of labor has 
dominated the economic thinking of man- 
agement, even as the mechanistic theory 
of human nature dominated his personnel 
thinking. We witness today in disturbed 
labor relations, in resurgent unions, and 
in hostile employee attitudes the inevitable 
consequences of this type of thinking. The 
commodity theory of labor is unsocial, un- 
ethical, and immoral. It is proving to be 
uneconomic as well. As long as men are 
looked upon as products to be bought and 
sold on an open labor market it is inevi- 
table that personnel policies will be no 
more enlightened than the wage policies. 
As an idea, the commodity theory enabled 
economic statisticians to place a variable 
value on a man’s work, but it failed miser- 
ably to give the worker a sense of value 
from the work which he did. What was 
really wrong with this theory? In the first 
place, it made a man an impersonal cog 
in the production process. The value of a 
man’s work was determined by the free- 
ness of the labor market, but without re- 
gard to the economic and social needs of 
man as a human being. It failed to take 
into consideration the constancy of the 
workers’ basic economic needs and failed 
to give the minimum of security upon 
which an integrated work output always 
depends. 

In the second place, the theory made 
man an extension of a machine instead of 
making the machine a mechanical slave 
for the worker. By doing this, it failed to 


take into account the motivation of a hu- 
man being in contrast with the more in- 
stinctive motivation of the animal or the 
involuntary drive of a machine. It ignored 
the ebb and flow of human desire and a 
man’s need for personal significance. 

Finally, it assumed that there was no 
psychological reality which management 
needed to take into account as far as the 
concept of human dignity and human 
worth was concerned. There was only the 
economic validity of the rise and fall in 
the rhythm of economic life. 

Efficiency engineering also failed at cer- 
tain cardinal points to deal with the psy- 
chological realities of human nature. For 
instance, improvements in work environ- 
ment and work conditions were primarily 
thought of in terms of increase in output. 
If better air would increase worker pro- 
ductivity, then money was spent for im- 
proved ventilation. If painting machines 
eliminated lost machine time due to injury 
or fatigue, then the cost of painting the 
machines was considered a profitable in- 
vestment. If reducing the work motions in 
job performance eliminated fatigue and 
increased unit production, then it was eco- 
nomically justifiable to spend money for 
the necessary equipment or employee re- 
training necessary to produce the result. 


CHANGES IN ATTITUDE 


Little by little through the years states- 
men in the field of management became 
aware of the inevitable consequences of 
the practices which grew out of the theory 
described above. A few men began to ap- 
proach the problem of personnel control 
from a slightly different point of view. 
They sought to measure the worker in 
terms of fitness for work of a specific kind. 
They developed training programs by 
means of which the worker would acquire 
greater versatility and greater work pro- 
ficiency through the utilization of abilities, 
energies and interests which had not pre- 
viously been brought into play. Personnel 
departments were organized which sought 








THREE STEPS 


So that management may once agai 


human motivation, 2. Reintegration of 


This, he observes, may prove to be the 





Stevens states, it should possess, he outlines three steps which must be taken. 
The author, whose paper was delivered at a recent meeting of the Chicago 
Control, indicates these steps as: 1. An understanding of the true nature of 
3. An enlarging conception of the social nature of business and industrial life. 
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to establish standards for the selection, 
the training and the supervision of em- 
loyees. Many leaders of management 
went further than this. They recognized 
that man’s need for security was a contrib- 
uting factor to his need for work. Safety 
programs designed to eliminate work haz- 
ards, occupational diseases, and other 
hysical disturbances which would have 
not only a negative effect on production 
but an unstabilizing effect on the worker 
were introduced. Pension plans, bonuses 
and profit sharing devices have grown in 
popularity and in the attention which they 
have received from -more enlightened 
leaders in business and industry. 

Because this valid psychological ap- 
proach to worker efficiency was the excep- 
tion rather than the rule and because even 
in the most enlightened areas management 
still clung to the commodity theory of 
wages, unrest and frustration became ac- 
cumulative and the individual worker 
turned from management to labor leader- 
ship as the source of the larger hope for 
those rewards both financial and non-fi- 
nancial upon which his good life de- 
pended. 

The time is past when it is possible for 
business leadership to recover its inde- 
pendent role as the determiner of wages, 
work conditions, and related phenomena 
insofar as the worker is concerned. Labor 
organizations have been given the benefit 
of legal status and management is obli- 
gated to bargain collectively wherever a 
legal determined bargaining agent exists 
in regard to these matters. However, in 
spite of all this there is still time for much 
ground to be regained and for the proc- 
esses of the joint control of the worker by 
management and labor to be humanized 
and made a basis of good will and coop- 
eration rather than aggression and _ hos- 
tility. 

How may management approach this 
challenging problem and assume again a 
social leadership which it should possess ? 
There are three steps which need to be 
taken: 


THREE STEPS 


(1) An understanding of the true na- 
ture of human motivation must be funda- 
mental to the philosophy of personnel 
management. Earlier we pointed out that 
the mechanistic concept of human nature 
which produced efficiency engineering was 
inadequate. Also it was suggested that at- 
tempting to motivate the worker through 
the mere satisfaction of his more animal 
nature was insufficient. A positive state- 
ment which must underlie our thinking 
for the future appears on the surface to 
be a trite one. It is this: Man is more than 
4 machine. He is more than an animal. He 
is, indeed, a human being. As a human 
being he does possess some of the quali- 
tis of physio-chemical machine. As an in- 


The Controller, August, 1947 





Tax-Free Competition 


In the research field tax-free educa- 
tional institutions who compete with 
private enterprise enjoy an unfair advan- 
tage merely by virtue of their university 
status, in the eyes of an uncritical lay 
public, which may bear no relation to 
their capacity for carrying out specific in- 
vestigations. Further, the tax-free insti- 
tutions, by accepting research 
ments, as many currently do, compete 
with their own graduates and also tend 
to depress professional salaries generally. 

Tax-free organizations and educational 
institutions were relieved of tax burdens 
and certain legislative restrictions because 
implicit in their existence in a democratic 
society is the basic principle that they 
were created to serve the entire com- 
munity equitably and without discrimt- 
nation. They are, in a sense, quasi-public 
units——extensions of recognized, govern- 
mental facilities. By their very nature 
they cannot and should not use their tax- 
favored advantage to compete unfairly 
with one part of the community for the 
benefit of another part. 

The whole concept of community re- 
sponsibility, in fact the entire free enter- 
prise system, is disturbed when 
tax-favored educational institution or 
foundation devotes what are essentially 
public facilities and resources to the serv- 
ices of an individual firm. 
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heritor of a biologic past he does have 
many of the instinctive predispositions of 
animals who possess the same basic verte- 
brate structure as he does, but who lack 
the higher centers of consciousness crea- 
tive imagination and impulse. It is be- 
cause of the similarities that earlier mis- 
takes have been made. It is because mod- 
ern psychological science has clearly de- 
lineated the true nature of man that a new 
and better approach to the problem of hu- 
man control is not only possible but nec- 
essary. There are three distinct sources of 
motivation found in human beings and 
not discoverable elsewhere in nature. 
Man has an urge toward self-realization, 
or to put it technically, he possesses an 
egotic urge which cannot be denied with- 
out frustration and disintegration. It is 
also true that every human being has an 
urge toward social identification. Human 
nature is impossible apart from other hu- 
man beings. The quality of humanness is 
a social product created by the interstimu- 
lation of human beings with the poten- 
tialities which are godlike. When man 
cannot live alone and be a man, he can 
neither work without a sense of belong- 
ing and respond to his work environment 
on a human level. Finally, man has a 
need for meaning for his life which is 
not merely the outgrowth of an instinct 
for curiosity. Rather, it is because every 
human being has to some extent a capac- 
ity to relate cause and effect. Each one of 
us in relation to the amount of intelli- 
gence with which we are born maintains 
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our sanity as a function of an expanding 
and enriched meaningfulness for the life 
that we live. 

Management's failure to utilize these 
known sources of human motivation is 
perhaps the greatest single cause for the 
social and economic revolutions with 
which our society has been cursed during 
the last half century. When personnel 
management works on programs designed 
to satisfy these three basic needs of the 
worker things begin to happen. When 
employees find in their job a means of 
increasing their sense of personal worth, 
physical energies are released in produc- 
tion which would otherwise be diverted to 
other channels. When a worker is no more 
than a number it can hardly be expected 
that the act of punching a time clock 
would release energy for productive pur- 
poses. 

When Management recognizes the pos- 
sibilities of the word “partnership” when 
seen in relation to man’s relation to social 
identification, it is likely that programs 
will be developed which will not make it 
necessary for workers to find the primary 
means for the satisfaction of this need in 
labor organizations, fraternal groups, etc. 
Had Management recognized the full im- 
pact of this idea and given to foremen a 
sense of belonging to management there 
would not be today the disturbing efforts 
at foremen’s organization. In most indus- 
try and business today foremen and super- 
visors are neither bird nor beast. They, 
too, need a sense of social identification. 
They are trying to get it by means of fore- 
men’s unions. 

Many bargaining conferences result in 
frustration and dispair because manage- 
ment claims that higher wages cannot be 
granted without giving a rational explana- 
tion for the statement. This is an illustra- 
tion of the failure on the part of manage- 
ment to recognize man’s need for a ration- 
ality for his life and work. While it is 
only a simple illustration it is indicative 
of many which could be offered to prove 
the point that workers are not given an 
Opportunity through their work and their 
work relations to gain fulfillment for their 
need for some framework of meaning. 


REINTEGRATE SERVICES 


(2) The second step which manage- 
ment must take is in the reintegration of 
its personnel services. Many times in the 
past the writer has been told by the presi- 
dent of a company that a personnel de- 
partment was justified only so long as it 
could show a profit. In most industries 
and businesses the personnel program is 
primarily management-centered instead of 
worker-centered. Its processes and mecha- 
nisms are designed to maintain funda- 
mentally the mechanical control by man- 
agement over the work and the conditions 
of work which men and women may do 
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in that company. As soon as any economic 
recession occurs the personnel department 
staff and program are the first to get the 
benefit of budget reductions. It is ques- 
tionable whether the “benefit” is wise 
from an economic point of view or desir- 
able from a social point of view. In the 
minds of most employees the personnel 
program of a company operates primarily 
in the Company’s interest. This attitude 
can only be changed when management 
itself recognizes the need for an interven- 
ing control mechanism which would truly 
be the servant of the workers as well as 
the executives. Such reorientation is grad- 
ually taking place in many of the more 
forward looking industries and businesses 
of the United States. Programs of em- 
ployee-counseling, the development of 
sound labor-management committees, the 
use of financial and non-financial incen- 
tives for the improvement of the total life 
of the company—not merely the produc- 
tion of the individual worker—are signs 
of the times. The labor relations division 
of a personnel department must become a 
real servant of the interests of the two ele- 
ments essential to the production proc- 
esses. As long as industrial relations main- 
tain a one-sided policy and program, the 
majority of our problems will remain with 
us. 

(3) The third step to be taken by man- 
agement is an enlarging conception of the 
social nature of business and industrial 
life. This may prove to be the hardest step 
of all, although it is the one most fre- 
quently talked about when business lead- 
ers address the chambers of commerce. 
The fact of the matter is, few business and 
industrial leaders today practice what they 
preach. In many parts of the country the 
dominant business or industry exercises 
either a direct or indirect control over the 
town council, the board of education, the 
health and fire prevention services, and 
such. These controls are exercised not 
through enlightened desire to create a bet- 
ter community, but for the purpose of con- 
trolling those factors in the community 
for the economic profit and advantage of 
the industry or business. Much of the lob- 
bying that goes on in the state legislatures 
and in Congress lacks that touch of social 
commitment to the common good which 
would justify it either ethically or morally. 
It is inevitable that blind continuance of 
such practices and the maintenance of a 
narrow non-social point of view will pro- 
duce negative results in terms of public at- 
titude and employee morale. It will also 
be one of the causes of progressive sociali- 
zation of business and industry in this 
country. 

Personnel-mindedness is a big word, 
and it has a framework of reference that 
is at one and the same time as small as the 
needs of the newest worker and as large 
as the needs of a good community. The 
hope of a stabilized, free, cooperative so- 
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ciety in which men as individuals will 
continue to own and possess the goods of 
life lies in the minds of men who are will- 
ing to consider that our past economic his- 
tory is just a prologue, that the present is 
a transition in which we may, if we 
choose, rebind that past to a better future 
by taking into account the full significance 


of what it means to be a human being 
who must work, who must find a way of 
life that is meaningful, and who must 
have those conditions for living which 
will accelerate his progress toward that 
ideal human stature with its qualities of 
divinity and its capacities for infinite hy- 
manness. 


Price-Quantity Interactions in 
Business Cycles Studied 


Opinions differ widely concerning the 
parts played by price changes and changes 
of output in producing the cyclical fluc- 
tuations of dollar sales. This issue is put 
to the test of experience by Frederick C. 
Mills, professor of economics and statis- 
tics at Columbia University and member 
of the research staff of the National Bu- 
reau of Economic Research, in a 140- 
page report recently issued by the Na- 
tional Bureau on Price-Quantity Interac- 
tions in Business Cycles. Mills’ evidence 
consists of monthly price quotations and 
output records for 64 assorted staples cov- 
ering for the most part periods of 50 
years or longer. His estimates of sales are 
made by multiplying output by unit 
prices, a method that enables him to de- 
termine how much each factor has con- 
tributed on the average to changes in the 
total. 

While increases in supply tend to de- 
press prices and decreases in supply to 
raise them, Mills’ evidence proves that in 
practice expanding output and rising 
prices usually go together, and that 
shrinking output is usually accompanied 
by falling prices. Since prices and pro- 
duction move in the same direction as a 
tule, cyclical fluctuations in dollar sales 
average larger than in either component 
taken separately. But there is a wide dif- 
ference among commodities in this re- 
spect. 

Farmers, in particular, he says, cannot 
adjust their output promptly and effec- 
tively to cyclical fluctuations in demand 
because crop yields are dominated by the 
vagaries of weather. Hence farm produc- 
tion does not conform to business-cycle 
expansions and contractions so regularly 
as does the controllable output of mines 
and factories. Farm prices conform to the 
cyclical tides somewhat better than har- 
vests; for prices feel the influence of ris- 
ing demand in prosperity and shrinking 
demand in hard times. But not infre- 
quently this influence is offset by contrary 
movements in crops. 

The upshot is that Mills finds striking 
contrasts among commodities in the aver- 
age behavior of total sales, and in the 
relative influence exercised upon sales by 
changes in prices and in production. 

Metals, durable goods, and capital 


equipment, three overlapping groups, 
show the largest cyclical fluctuations in 
dollar values, while the smallest fluctua- 
tions appear in the overlapping groups 
labeled animal products, foods, and con- 
sumer goods. 

Correlatively, the influence of price 
changes upon selling values is greatest in 
farm products and foods, smallest in du- 
rable goods and capital equipment—a fact 
that explains many differences of opinion 
about the importance of cyclical changes 
in prices and production. 

Following these movements through 
the successive phases of business cycles, 
Mills finds that prices play a follow-the- 
leader role in revivals. Since farmers can- 
not control crop yields on a year-to-year 
basis, the secular growth of American 
agriculture makes itself felt on the aver- 
age in a modest increase of output before 
contraction ends. But when the trough is 
passed, the big bulge in sales is produced 
mainly by an upsurge in the output of 
controllable goods, supplemented by a 
more modest rise in prices. 

Presently the rise in sales suffers a te- 
tardation that is clearer in output than 
prices, and clearer in consumer than in 
producer goods. After this minor setback, 
the pace of expansion quickens again, 
though without quite matching the initial 
spurt. Prices now play an increasingly 
prominent role in raising the dollar sales 


of durables and capital equipment, while 


quantity changes continue to overshadow 
price changes among consumer goods. 
Just before expansion reaches its peak, 
another slackening occurs in the rate of 
advance. It is marked by price weakness 
in nonfarm products, and slower increases 
in the output of consumer goods. 

The prominent feature of early con- 
traction is a sharp curtailment of output, 
but after a few months the lead passes to 
prices for a time. In the later stages of 
contraction, ‘‘prices press downward, but 
less heavily; quantities press downward, 
but less generally than prices; and various 
shoots of recovery appear among physi- 
cal volume records. As this movement 
spreads, and buyers’ outlays expand in 
markets for a wide variety of commodi- 
ties, the familiar pattern of recovery re- 
peats itself in a new cycle.” 
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Production Control Utilizing 
Tabulating Equipment 


The subject of production control 
covers a large field which is usually as- 
sociated with the production and man- 
ufacturing divisions of an industrial 
company. Production control is also a 
yital concern to the controller's office 
through its effects upon inventory con- 
trol, cost accounting, and budgeting, 
and it is with this thought in mind that 
the following procedure is presented. 

In our particular company the Tab- 
ulating Department is a well organized 
centralized group which handles a great 
variety of accounting applications as 
well as a service to the Production Con- 
trol Department. Being manufacturers 
of diversified heavy machinery we gen- 
erally require a longer manufacturing 
cycle than is usually found in most in- 
dustries. This means of course long- 
term planning, future ordering, and 
scheduling of operations to maintain 
a balanced current inventory, minimize 
delays in fabrication and assembly, and 
shorten the entire order-to-delivery 
cycle. 

Under today’s unprecedented condi- 
tions of supply and demand we at least 
have the advantage of knowing that the 
trade will absorb our current produc- 
tion and thus we turn our efforts to the 
phases of procurement, planning and 
production. 

We might further state that our pro- 
duction control work is closely related 
with our cost accounting through use of 
standard costs and, therefore, changes 
of procedure are as much of an im- 
portance to our Accounting Department 
as to the Production Control Depart- 
ment itself. 


SYSTEM’S EFFECTS 


We shall not attempt to outline our 
production control system in its entirety 
but rather to set forth the highlights of 
its effect on the functions and services 
performed in and by the Accounting 
Department. 

_The controlling link between Produc- 
tion Control and the Accounting De- 
partment is the Routing and Standard 
Schedule. This form which originates in 
the Production Control Department is 
Ptepared from the approved Engineer- 
ing Department's blue print. A separate 
sheet is made for each part, sub-as- 
sembly, or weldment and contains the 
oowing essential information: 
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ROUTING AND STANDARD 
SCHEDULE 


Part number—Name—Date—Use 
(end product)—Pieces used per 
machine—Raw material specifica- 
tions. 


Detail as to manufacturing opera- 
tions: 


Department—Sequence of operation 
—Production center—Number of 
men required—Standard machine 
hours—Standard set-up time—Stand- 
ard man hours—Description of op- 
eration—Special tools and fixtures— 
Alternative machines work can be 
done on. 


Parts Code: 


1. Shop fabricated parts including 
commercial or non-commercial 
requiring further labor. 

. Non-commercial purchased parts. 

. Commercial purchased parts. 

. Shop fabricated assembly. 

. Line sub-assembly. 

. General assembly and installation 
of attachments. 

7. Welded assembly. 
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From these Routing and Standard 
Schedules the Tabulating Department 
manually punches four types of master 
cards which are retained in file and used 
as a basis for producing work cards. In- 
formation is arranged on the schedules 
in the same sequence as on the tabulat- 
ing cards to facilitate punching. 

When the Production Control De- 
partment wishes to have orders pre- 
pared for a release of machines they 
notify the Tabulating Department who 
in turn select out the Bill of Material 
Master Cards for that product code and 
make a listing of the information con- 
tained in the card. This list is reviewed 
by the Production Control Department 
for the purpose of ordering fabricated 


parts and assemblies, and the quantity 
required for production, possible rejects 
and service requirements is written on 
this Bill of Material sheet. This also 
gives the Production Control Depart- 
ment an opportunity to review the Bill 
of Material for completeness as com- 
pared with their Master Bill of Mate- 
rial. The list is then returned to the 
Tabulating Department who reproduces 
a set of Order Master Cards which are 
used as work cards for processing. Into 
the Order Master Card is punched the 
quantity desired of each piece and the 
order number. 

The Order Master Card is then used 
to select the Master Material Requisi- 
tion, the Master Route Card and the 
Master Operation Cards which are filed 
together by part number. 

The Master Material Requisition is 
used for the reproduction of the Mate- 
rial Requisition Card. The Master 
Route Card is used for the reproduction 
of the Shop Order Card and Route 
Card. The Master Operation Card of 
which there is one for each operation 
performed on that piece is used for the 
reproduction of the Load Card. 

The Material Requisition, Shop Or- 
der, Route, and Load Cards are merged 
behind the Order Master Cards for the 
purpose of gang punching the order 
number, quantity ordered, part code, 
furnishing and terminating departments 
into these cards. The Load Cards are 
then processed through the multiplier 
to tend the quantity ordered, times the 
standard machine hours each, plus set- 
up time for total machine time. 

Labor Cards are then reproduced one 
for each operation from the Load Cards. 
All cards are then processed through 
the interpreter which prints the punched 
information on one or two lines of the 
upper edge of the card for easier read- 
ing and reference. 





al 


greater flexibility, 





TESTED AND FOUND WORTHY 


An experience-tested system which provides control of production, by utiliza- 
tion of tabulating equipment, is described in this article by Mr. Lippincott, whose 
firm has developed the procedures. Controllers will note with interest the author’s | 
statement that it has “provided a quick means of producing volume results with 
in addition to reducing personnel requirements. 


—THE EDITOR 
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BASIC MASTER CARDS 








PART NUMBER = NAME = PART CODE - FURN=- 
ISHING DEPARTMENT = TERMINATING DEPART- 








BILL OF MATERIAL MASTER 


MENT = PRODUCT CODE - PIECES PER MACHINE, 











PART NUMBER - NAME = FURNISHING DEPT. + 


TERMINATING DEPARTMENT = DESCRIPTION, 
S#ZE AND QUANTITY OF MATERIAL REQUIRED 
PER UNIT. 








MASTER MATERIAL REQUISITION 








soo NUMBER = NAME = PRODUCTION CENTER 
LISTED IN SEQUENCE OF OPERATIONS. 





MASTER ROUTE CARD 











i, (ONE FOR EACH OPERATION) 


‘a 


"ea NO. = NAME = DEPT. = SEQUENCE NO. 
OPERATION = PRODUCTION CENTER = STD. 
MACHINE TIME EACH = STD. SET-UP TIME - 
TANDARD MAN HOURS EACH. 








MASTER OPERATION CARD 











REPRODUCTIONS = WORK CARDS 








ORDER NUMBER = PART NUMBER = NAME - 
FURNISHING DEPARTMENT = TERMINATING DEPT. 
= QUANTITY ORDERED. 





ORDER MASTER CARD 








ORDER NUMBER = PART CODE = PART NUMBER 
NAME ~ QUANTITY ORDERED = DESCRIPTION - 
SIZE AND QUANTITY OF MATERIAL REQUIRED 
PER UNIT = FURNISHING DEPARTMENT. 





MATERIAL REQUISITION 








(ROUTE CARD) 

Y ORDER NOs = PART CODE = PART NUMBER - 
NAME = FURNISHING DEPARTMENT = TERMINA- 
TION DEPARTMENT = QUANTITY ORDERED ~ 
PRODUCTION CENTERS LISTED IN SEQUENCE 
OF OPERATIONS» 





SHOP_ORDER 














(ONE FOR EACH OPERATION) 











ORDER NO. =SEQUENCE NO. OF OPERATION - 
ART NUMBER = NAME = PRODUCTION CENTER - 
TO. MACHINE TIME EACH AND TOTAL - SET- 
P TIME = STD. MAN HRS. EACH AND TOTAL - 
UANTITY ORDERED. 


LOAD CARD 








Y 


(ONE FOR EACH OPERATION) 














ORDER NO. = SEQUENCE NO. OF OPERATION- 
ART NUMBER = PRODUCTION CENTER - STD. 
HOURS EACH = SET=UP TIME = QUANTITY 
DERED. 





LABOR CARD 
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Now we have our work cards pro- 


duced and ready for use ;— 

A. The Order Master Card is turned over to 
the Accounting Department as evidence of or- 
ders entered in the shop. 

B. The Material Requisition, Shop Order, 
Route Cards, Load Cards and Labor Cards are 
sent to the Production Control Department for 
further processing and release as needed. (In 
the past we have experimented with the use of 
schedule dates which are pre-punched into the 
cards, then later with the use of block numbers 
for scheduling, but our latest method is to have 
schedule dates applied manually by the Pro- 
duction Control Department before release to 
the shop.) 

C. The Material Requisition is used to order 
and reserve raw materials and supplies. It is 
then included with the shop order and route 
card in an envelope and forwarded to the first 
department which is the Furnishing Depart- 
ment, who will furnish material according to 
date specified in hand writing on the shop or- 
der. After the requisition has been filled it 
goes to the Stock Record Department to clear 
their record of material disbursed and then to 
the Accounting Department. 

D. The Shop Order and Route Card start 
out with the material and at the first destina- 
tion the Shop Order is removed from the en- 
velope and given to the clerk in the depart- 
ment as notification that the material has been 
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delivered to his department. The Route Card 
stays in the tote box with the material as iden- 
tification. The Shop Order is used for purposes 
of recording number of good pieces completed, 
rejections, inspector's initials and date and is 
forwarded to the next department with the 
material until it reaches the final Terminating 
Department. The Shop Order Card is then re- 
turned to the Production Control Department 
as notification of work completed and then to 
the Accounting Department for the same pur- 
pose. 

E. The Load Card is used by the Tabulating 
Department for preparation of load tapes, one 
by facility or production center and the other 
by part number. The Load Card is then sorted 
and distributed to the departments who will 
perform the work and filed by facility in order 
to furnish a visual load and can be used at any 
time for purposes of tabulating a load by pro- 
duction center. As each operation is completed 
the load card is removed from the file and for- 
warded to the Production Control Department 
who in turn will use these cards for the pur- 
pose of checking off the progress on the part 
number load tape. As a result the load tape 
shows the status of a given order of product 
at all times. The load tape by facility is used 
for scheduling of orders. 

F. The Labor Cards are sorted by depart- 
ment, order number, and part number, ready 
for the work to be performed. When an opera- 
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tion is started the card is removed from the file, 
time stamped and placed in the current work 
rack and as soon as the work is finished it is 
again stamped and forwarded to the Account- 
ing Department. 


The Master Operation Cards are also 
used as a basis for obtaining new stand- 
ard piece costs in the Accounting De- 
partment. This is accomplished by re- 
producing a set of Load Cards which 
are processed by the standard labor and 
burden rates applicable to each produc- 
tion center. 

In the above procedure we have not 
attempted to detail the exact handling 
of Material Requisition, Labor Cards, 
stock record postings, and other topics in- 
cidental to our main subject. 

Our experience has proven that the 
utilization of tabulating equipment for 
production control purposes has greatly 
reduced the number of personnel usu- 
ally necessary by other methods and has 
also provided a quick means of produc- 
ing volume results with greater flexibil- 
ity. 


A Banker Tells How To Get Capital 


The author of this article is president of 
The First National Bank of Springfield, 
Springfield, Ohio. 


It has been said that bankers are al- 
ways eager to lend money to companies 
who can prove they do not need it. The 
implications of this statement are, of 
coutse, not true and yet it may seem so 
to small companies who come to bank- 
ers seeking loans for which they have 
little or no collateral. For a bank must 
have collateral. And ever since the bank 
holiday, bankers have been more and 
mote particular about the collateral 
which they will accept. 

This problem of collateral for the 
businessman who cannot “prove he 
does not need the money” has been 
solved to a great extent in recent years 
by the ever increasing use of warehouse 
teceipts as commercial paper. By plac- 
ing his inventory—raw materials or fin- 
ished products—in the custody of a 
bona fide warehouseman, the business- 
man can provide himself with gilt-edge 
collateral which any bank in the coun- 
try will gladly accept. 

Warehouse receipts, as if by magic, 
turn merchandise previously dormant 
as collateral into liquid assets. Goods 
thus stored are not liable for the debts 
of their owner except those due to the 
holder of the receipt; they may not be 
attached except for storage charges of 
the warehouseman; and they may be 
specifically insured. In addition, they 
ate eligible for rediscount by Federal 
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Reserve Banks and, in most states, 
bankers are allowed to lend a greater 
percentage of their capital on ware- 
house receipts than on open credit. 

The banker, being thus assured of as 
complete control over the merchandise 
as if it were locked in his own vaults, is 
eager to make loans with warehouse re- 
ceipts as collateral. Not only are these 
loans profitable to him, they also give 
him an opportunity to be of service to 
his customers and to others desiring to 
use warehouse receipts as collateral. In 
our Own case, we are aware of several 
instances where loans backed by ware- 
house receipts have been instrumental 
in keeping growing businesses from go- 
ing out of town. 

Tomato canning is a sizeable industry 
in our community. The canner, working 
as he does with a product which re- 
quires seasonal production, must pay 
the farmer for the tomatoes, the sup- 
plier for the cans, and the laborer for 
the work before he has a chance to mar- 
ket his output. Small wonder, then, that 
the canning industry was among the 
first to recognize the value of warehous- 
ing as a financial medium. Storing his 
production in either a public or a field 
warehouse as he packs, the canner ob- 
tains warehouse receipts which he then 
takes to the bank to pledge as collateral. 
It then remains only for the banker to 
determine the value of the warehoused 
tomatoes and to advance funds upon 
which the canner can operate until able 
to distribute his pack. 





The difference between public ware- 
houses and field warehouses is that pub- 
lic warehouses perform storage and 
handling services for the manufacturer, 
providing him additional space where 
his raw materials or output can be 
stored by experts—and offer this finan- 
cial service as well. Field warehouses, 
on the other hand, are established solely 
for financial purposes and “bring the 
warehouse to the goods, rather than the 
goods to the warehouse’ as they are 
established on the manufacturer’s own 
premises. The receipts obtained, and 
their validity in financial circles, are the 
same in either case. 

In direct contrast to the canner, 
whose production is seasonal and distri- 
bution extends throughout the year, is 
the manufacturer whose production 
covers 12 months, while sales are strictly 
seasonal. The fertilizer manufacturing 
industry, as an example, must assetable 
raw materials from widely divergent 
sources and blend them into fertilizer. 
Sales are confined mainly to the Spring 
of the year, but immediate return on 
outlay may be obtained by storing the 
production in a warehouse and using 
the receipts for collateral. 

Similarly, warehouse financing is of 
value to industries such as cheese manu- 
facturing, where processing requires 
aging. Without some such method of 
financing, the cheese manufacturer 
would find himself in the position of 
having paid cash for his raw materials, 

(Please turn to page 430) 





The Price of Freedom 


I make no apology for the note of seri- 
ousness that my subject connotes, for these 
are grim and portentous times. It is not 
too much to say that the next twelve to 
twenty-four months will probably deter- 
mine whether this country is to remain 
a beacon light for humanity on the long, 
hard road to freedom or whether we too, 
with the rest of the world, are to be ulti- 
mately submerged in the rising tide of 
totalitarianism. 

Perhaps what I have to say is more of 
a sermon than an address. If so, you 
will find my text in Paragraph XV of 
the Bill of Rights proclaimed by the Vir- 
ginia Assembly in June 1776, about three 
weeks before the momentous Declaration 
from Independence Hall on the 4th of 
July of that same year. That paragraph 
reads: “No free government or the bless- 
ing of liberty can be preserved to any 
people but by a firm adherence to justice, 
moderation, temperance, frugality and vir- 
tue and by a frequent recurrence to funda- 
mental principles.’ I have selected it be- 
cause it states in succinct and lucid fashion 
what our American forefathers consid- 
ered the price that any nation must pay 
for liberty. 

What then are those ‘Fundamental 
Principles” ? From what sources do they 
stem ? What historic grounds do we have 
for confidence in their validity ? The prag- 
matic philosophy that has pervaded so 
much of America’s thinking in the past 
forty years denies that there are any eter- 
nal verities; refuses to concede that there 
are any principles of truth and morality 
and social conduct that are permanent and 
lasting. Everything is relative; nothing is 
absolute. Our so-called progressive edu- 
cation directly reflects that type of reason- 
ing and now it has invaded the realm of 
law and justice, where sociological juris- 
prudence is ascribing new and _ strange 
meanings to the plainly written provisions 
of our Federal Constitution. 

However, there are still some old-fash- 
ioned people in the world like myself, 
who believe that certain things will be 
as true a thousand years from now as they 
are today. Common honesty will still be 
common honesty. A truthful balance sheet 
will still be a truthful balance sheet. A 
steel girder of a given size and composi- 
tion will still be safe to carry only a 
certain maximum load. Oil and water will 
still refuse to form a chemical mixture. 
And generations hence, man will still 
find that he does not live by bread alone, 
which conviction will lead him to assert 
again and again his possession of those 
divine, inalienable rights that distinguish 
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him from brute creation. So while the 
mechanics of government may and will 
change, the principles on which men may 
associate themselves permanently to en- 
joy the blessings of liberty are firm and 
immutable. The price of freedom is fixed. 
And liberty must be bought and rebought 
at the same price by every generation for 
itself. 

Obviously, in addition to practicing jus- 
tice, moderation, temperance, frugality 
and virtue, we must also know what those 
fundamental principles are if we are to 
recur to them frequently—as the Virginia 
Bill of Rights says we must. Yet how 
many Americans have even a casual ac- 
quaintance with those principles? How 
many members of this assemblage—far 
above the level of the average American 
audience in education and intelligence— 
could appear before a group of their fel- 
low citizens and make even a sketchy ex- 
planation and defense of the foundations 
on which the American Republic rests? 
And yet is it not obvious that without 
such knowledge widely dispersed among 
our people, the preservation of our sys- 
tem of popular self-government is sim- 
ply impossible? The fact is that we have 
all been very smug and complacent. We 
have taken our freedom for granted. We 
have washed our hands of so-called 
“dirty politics.” We have buried our heads 
in the sand while a vocal minority in our 
midst have been steadily undermining the 
foundations of our freedom for half a 
century. “The mills of the gods grind 
slowly, but they grind exceedingly small” 
and we have permitted the mills of the 
collectivists—operated in the majority of 
cases by kind-hearted but shortsighted 
men and women—to befuddle the think- 
ing, arouse the covetousness, and destroy 
the faith and self-confidence of great 
groups of our people who now turn to 
that mythical being, the government, to 
solve their economic difficulties. 

Yet I am not without hope. The fact 
that more Americans today are examining 
the foundations of their liberty than at 
any period since the Civil War; the fact 


that more books are now being written 
about the American system than have been 
for a generation; the fact that so many 
business men are planning now to provide 
greater stability for our economic system 
in the years ahead—all indicate that the 
thinking people of America are coming 
alive to the seriousness of the situation 
that confronts us and are again girding 
themselves to pay the price of freedom— 
no matter what that price may be in per- 
sonal effort and sacrifice, and in perse- 
cution and smearing by those who do not 
hesitate to apply personal vilification to 
anyone who has the courage to stand for 
sound American principles. 


Roots OF LIBERTY 


The roots of American liberty are sunk 
deep in philosophic and religious soil. 
They go down to those far-off days in 
Palestine 1100 years before Christ when 
the prophet Samuel warned the Hebrew 
people what they would suffer in loss of 
personal dignity and independence if they 
insisted on having an earthly kind; to 
those distant generations in ancient Greece 


when men sought to discover the requite- | 


ments for living a good life; to that great 
period when the free men of ancient 
Rome explored the possibilities of a self- 
governing republic under the rule of law; 
and to those brief years of Christ's min- 
istry in Judea, proclaiming the father- 
hood of God and the brotherhood of man. 
The common philosophy on which Ameti- 
can freedom rests holds that there is a 
vital relation between freedom and rea- 
son; that freedom, in other words, is in- 
telligent behavior. Thus emphasis is 
placed on understanding, and on the de- 
velopment of reason and intelligence, and 
our society has been organized on the 
basis of a meeting of minds and of mu- 
tual respect. 

Three great historic currents of thought 
combined to foster and develop this con- 
cept of freedom among the English-speak- 
ing peoples: First, the Nominalist phi- 
losophy in England in the fourteenth cen- 








A JOB FOR ALL 


For those who wish to check the trend toward state socialism—and every 
business man should be in that group—Mr. Prentis presents a 10-point plan of 
action in this eloquent and wisdom-laden paper, which he delivered in May, 
before the Midwestern Conference of the Controllers Institute. The author is 
president of Armstrong Cork Company, Lancaster, Pennsylvania, and a past 
president of the National Association of Manufacturers. 


—THE EDITOR 
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tury; second, the British Reformation led 
by John Wyclif two hundred years before 
Luther; and third, the revival of classical 
learning in England in the sixteenth cen- 
tury. 

Neither the time nor the occasion per- 
mits a discussion of these three momen- 
tous movements. Suffice it to say that the 
English monk, William of Ockham, the 
founder of the Nominalistic school of 
philosophy, postulated the fundamental 
tenet of English and American liberalism 
—individualism—about the year 1325 
when he taught at Oxford. Applying that 


concept to government, the English-speak- 


ing peoples have said ever since that the 
reality ‘of the individual and his concrete 
experience in a real world must be te- 
spected. 

John Wyclif placed translations of the 
New Testament in the hands of the com- 
mon people all over England ; set up ‘‘con- 
venticles’ where the populace got to- 
gether for prayer and worship; and 
taught that the sacraments of the church 
meant nothing unless the individual who 
accepts them knows what he is doing and 
what they signify. As a result, our fore- 
fathers came to the shores of the Ameri- 
can continent impregnated with the prin- 
ciples of personal moral responsibility, 
the right of private judgment and the 
tight of free assembly which, together, 
filled them with a fervent passion and 
unshakeable belief in the inward spirit- 
uality of the individual soul. 


FREEDOM’S TRIPOD 


With this principle as the foundation, 
they erected the tripod on which our in- 
dividual freedom in America rests today. 
First they maintained that if man did 
possess a sacred personality, he had the 
tight to choose who should rule over 
him. On that thesis they reared the first 
supporting tower of our edifice of liberty 
—constitutional representative democracy. 
Again they argued that since man pos- 
sessed a sacred personality, he had the 
tight to think, speak, assemble and wor- 
ship as he saw fit. On that concept they 
erected the second tower of the structure 
of American liberty—civil and religious 
freedom. And finally they reasoned that 
any man endowed with a sacred personal- 
ity had the right to possess for himself 
such portion of the God-given resources 
of the earth as he could win by honest 
toil and effort. Thus they asserted every 
individual's right to private property and 
economic activity of his own choice, and 
on that basic tenet they built the third 
Supporting tower of their temple of lib- 
¢rty—private competitive business. These 
three towers stand or fall together. De- 
troy any one of them, and the whole struc- 
ture of freedom soon collapses. 

To our forefathers tyranny was not 
merely a word. They knew what tyranny 
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meant literally in terms of religious, in- 
tellectual, economic and political oppres- 
sion. They dreamed of a land where 
every man—no matter how humble— 
could have liberty and the opportunity to 
pursue happiness in his own personal way, 
so long as he did not interfere with the 
rights of others. Hence they resolved to 
set up a form of government that would 
prevent tyranny from ever raising its 
ugly head again. They gave us the best 
instruments designed to that end that the 
mind of men has yet devised—our Fed- 
eral and State Constitutions. But these 
Constitutions are worth nothing in pre- 
serving our freedom unless they are 
backed up by citizens who are willing to 
pay the continuing price of liberty. The 
corner-stone of the republic our fore- 
fathers established was the religious con- 
cept of which I have spoken: the convic- 
tion that every human being is endowed 
with a soul that is sacred in the eyes of a 
Sovereign God. From this principle, they 
derived the two basic theses that they 
employed in setting up our system of 
popular self-government. 

First, they concluded that, since God 
had created man in his own image with 
the power to distinguish between right 
and wrong, every individual ought to lis- 
ten with respect to the opinions expressed 
by his fellow citizens, and that whatever 
judgment was expressed by the majority 
of such divinely created human beings 
after full and free discussion, was likely 
to be closest to God’s will for all of them. 
Vox populi, vox Dei—the voice of the 
people is the voice of God! This idea is 
reflected in the assertion that governments 
derive their just powers from the consent 
of the governed. 

Their second thesis was equally logical, 
namely, that every mortal soul is endowed 
by its Creator with certain natural, in- 
alienable rights that no human agency 
whatever may justly invade—neither any 
man called “king,” nor any group of men 
representing a temporary majority called 
“government.” To guard these natural 
rights, government, in John Locke's 
words, should be confined to four objec- 
tives—the protection of life, property, 
peace and freedom. 

The problem of the founders of this 
Republic, therefore, was how to combine 
these two opposing principles into a 
workable, durable government adapted 
to human nature in its manifold eco- 
nomic, intellectual and spiritual aspects, 
and to a large population scattered over a 
big country. They discarded the idea of 
a pure democracy in which all decisions 
would be made by the current majority, 
because they knew historically that such 
governments had never lasted long. They 
are too susceptible to demagoguery. As 
Samuel Adams said: “There never was a 
democracy that did not commit suicide.” 
So they decided on a republic instead, that 
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is, a constitutional representative democ- 
racy, so as to make effective the majority 
will of the people in governing them- 
selves and at the same time not destroy 
the individual rights that the Creator had 
conferred upon each person. 


GOVERNMENT OF LAws 


To resolve the paradox that thus con- 
fronted them, they set up a government 
of laws—not a government of men. As 
the first step, they adopted a written Con- 
stitution with its Bill of Rights, as a 
permanent bulwark to safeguard individ- 
ual and minority rights from hasty and 
ill-considered attacks by temporary ma- 
jorities. Hence, they purposely made the 
process of amending the Constitution long 
and difficult. That is the reason sociologi- 
cal jurisprudence—stretching the Consti- 
tution to meet current demands for legis- 
lation—instead of honest forthright 
amendment of that document after full 
discussion, is so very dangerous to our 
freedom. As Thomas Jefferson said: ‘Our 
peculiar security is the possession of a 
written constitution. Let us not make it 
a blank paper by construction.” 

In the second place, our forefathers in- 
corporated in their system of government 
the principle of representative rather than 
direct action, with different terms of office 
and different modes of electing senators 
and representatives, to cushion the action 
of any current majority, and to enable 
government to function over a large geo- 
graphical area. 

Third, they provided a system of checks 
and balances by painstaking separation 
and coordination of the powers of the leg- 
islative, executive and judicial branches. 
For example, the Constitution of Massa- 
chusetts, which was adopted in 1780, 
spells out explicitly the fact that in the 
government of that Commonwealth no 
one of the three departments may ever 
exercise any of the powers of either of 
the others “to the end that it (the gov- 
ernment of Massachusetts) may be a gov- 
ernment of laws and not of men.” As the 
Federalist Papers pointed out: ‘The ac- 
cumulation of all powers—legislative, ex- 
ecutive and judicial—in the same hands 
. . « . May justly be pronounced the very 
definition of tyranny.” Hence the pres- 
ent blurring of the lines of responsibility 
between the three departments of the 
Federal Government is perhaps the most 
sinister of all threats to our freedom in 
the critical years ahead. The tyranny of 
administrattive law—the bureaucratic des- 
potism from which we suffer today— 
would be mitigated if the lines of demar- 
cation between the legislative, executive 
and judicial functions had been kept sharp 
and clear. 

As a fourth step, the founders of our 
Republic divided the responsibilities of 
government among the Federal Union 
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and the states, counties and towns. They 
did that, so that each particular segment 
of government would not get too big for 
an intelligent citizen to understand its 
functions and for his elected representa- 
tives to legislate intelligently. Today the 
Federal Government has arrogated to it- 
self so many state and local powers, and 
has become so extremely huge and com- 
plicated that the average Congressman 
will tell you frankly that it is impossible 
for him even to read all of the legislation 
that is proposed or desired by the various 
Federal departments. In other words, the 
size of the central government puts such 
a tremendous load on Congress that our 
representatives are unable to function ef- 
fectively to protect the rights of the peo- 
ple who elected them. 

It is exactly as though a business corpo- 
ration permitted itself to expand to a 
point where the directors and officers 
chosen by the stockholders, found them- 
selves unable to cope with the enormous 
number of problems that were put up to 
them for decision. Centralization of 
power in Washington, morever, under- 
mines state and local government, and 
thus destroys the opportunity that local 
self-government affords for practical ex- 
perience in citizenship. Unless a person 
first acquires some training in handling 
public problems in state, county, city or 
town, he certainly is not likely to become 
qualified to deal with the large questions 
of national scope on which his freedom 
ultimately depends. 


CONTROL OF THE PURSE 


Drawing from the experience of our 
British ancestors, the fifth step was to 
keep the control of the public purse in the 
hands of the House of Representatives— 
the arm of government closest to the 
people. Every effort at popular self- 
government that I have read about in his- 
tory has eventually been destroyed by 
some demagogue who got his hands on 
the people’s own money. In recent years 
Congress has delegated more and more 
latitude in respect to public expenditures 
to the Executive. Department. Hence an- 
other grave threat to our freedom has 
arisen from what might well be termed 
the privy power of the public purse. 

Another basic essential of a republi- 
can type of government is that there 
should be no fixed classes in the social 
structure; that every man should have the 
opportunity to advance and improve his 
economic, intellectual and social status 
just as far as his innate ability, industry 
and character will permit him to go. So 
the sixth step was to discourage the de- 
velopment of class feeling by inserting 
Article I, Section 9 in the Constitution 
which specifically prohibits the granting 
of any title of nobility by the Federal 
Government. Thus it was hoped that such 
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divisions of political opinion as we had 
would be essentially vertical rather than 
horizontal in character, for our forefathers 
knew that no form of popular self-gov- 
ernment could long endure in the face of 
acute class cleavage. Hence the appear- 
ance of sharp class stratifications in recent 
years—such as youth groups, farm groups, 
labor groups, veterans’ groups—is natur- 
ally a matter of deep concern to every true 
lover of American liberty—particularly 
since such class consciousness is frequently 
being incited for partisan political pur- 
poses. 


LIMITED POWERS 


Last but not least, the men who set up 
the American Republic reserved the larg- 
est possible field for local and individual 
initiative by strictly limiting the powers of 
the central government. In respect to busi- 
ness, only interstate and foreign commerce 
were made subject to its regulation. The 
Tenth Amendment to the Federal Consti- 
tution provides specifically that “the 
power not delegated to the United States 
by the Constitution nor prohibited by it to 
the states, are reserved to the states respec- 
tively or to the people.” As the late Jus- 
tice Brandeis said: ‘““The markers of the 
Constitution .... conferred, as against the 
government, the right to be let alone, the 
most comprehensive of rights and the 
right most valued by civilized man.” I 
leave it to you to say to what extent that 
halcyon situation still exists! 

There, in a nutshell, is the mechanism 
by which our forefathers sought to har- 
monize the will of the majority with the 
personal rights of the individual. Jobs, op- 
portunity and freedom for us and succeed-_ 
ing generations depend on how well we 
safeguard that mechanism—a mechanism 
based on meticulous analysis of all previ- 
ous attempts at self-government in the 
world’s history ; a mechanism so ingenious, 
so carefully organized, so accurately com- 
pensated against human vagaries and lust 
for power, that it led the great English 
Prime Minister, Gladstone, to say that the 
Constitution was “the greatest instrument 
of government ever struck off at a given 
time by the hand and brain of man.” 

If we are willing to pay the price of 
freedom, we will take the advice of the 
Virginia Bill of Rights seriously’ and by 
frequent recurrence to these seven funda- 
mental principles examine every new pto- 
pesal of government to see whether it fits 
soundly into the fabric of our system. Pre- 
cise definition of the terms we use in our 
political discussions, clear thinking based 
on sound understanding, willingness to 
take a large measure of responsibility for 
our own physical welfare, self-restraint, 
courage, along with justice, temperance, 
moderation, frugality and virtue—these 
are the coin in which the price of freedom 
must be paid, yesterday, today and forever. 





As Somerset Maugham, the author, said 
recently, “If a nation values anything 
more than freedom, it will lose its free. 
dom; and the irony of it is that if it js 
comfort or money that it values more, it 
will lose that too.” 

Paradoxically enough, the release of 
initiative and enterprise made possible by 
popular self-government ultimately gen- 
erates disintegrating forces from within. 
Again and again, after freedom has 
brought opportunity and some degree of 
plenty, the competent become selfish, 
luxury-loving and complacent; the incom- 


, petent and the unfortunate grow envious 


and covetous; and all three groups turn 
aside from the hard road of freedom to 
worship the Golden Calf of economic se- 
curity. The historical cycle seems to be: 
from bondage to spiritual faith; from 
spiritual faith to courage; from courage to 
liberty; from liberty to abundance; from 
abundance to selfishness; from selfishness 
to complacency; from complacency to 
apathy; from apathy to dependency; and 
from dependency back to bondage once 
more. 

At the stage between apathy and de- 
pendency, men always turn in fear to eco- 
nomic and political panaceas. New condi- 
tions, it is claimed, require new remedies. 
Usually so-called new remedies are not 
new at all. Planned economy, for example, 
was tried by the Chinese some three mil- 
lenniums ago, and by the Romans in the 
early centuries of the Christian era. It was 
applied in Germany, Italy and Russia long 
before the recent war broke out. Yet it is 
being vigorously advocated by some mis- 
guided people today as a solution of our 
economic problems in the United States. 
Let us ask ourselves a few questions: 


COMPULSORY PLANNING 


Under compulsory national economic 
planning in Germany before the war, was 
there freedom of the press? Any newspa- 
pert man will tell you there was not. Was 
there freedom of suffrage in Italy? Ask 
any hardy soul who underwent the castor 
oil treatment at the hands of fanatical 
fascists. Did the farmer preserve his free- 
dom in Russia? Ask the kulaks. What 
happens to labor unions under planned 
economy ? Ask the former labor leaders of 
the Axis nation. They simply evaporate. 
Is academic freedom permitted? Ask the 
intellectuals in exile in the United States. 
How about freedom of worship? Ask the 
clergy of Germany and Russia. Well, then, 
can we not apply compulsory planning to 
a part of our economy and leave the rest 
to private business ? Stalin says no, and so 
does Douglas Miller in his famous book 
about Hitler. In December, 1945, at 4 
mass meeting in New York, Professor 
Harold Laski, Chairman of Britain’s La 
bor Party, said: “We have come to the 
boundaries of the final dividing line be 
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tween liberalism and socialism—. There 
is no middle way.” That is the record. 
“Power over a man’s support is power 
over his will,” the Federalist Papers sagely 
observed. Yet I venture to predict that if 
we ever do lose our freedom in America it 
will be because of public ignorance of the 

rils involved in outright government 
planning and control of our economic life. 
All of which again demonstrates that the 

rice of freedom is a deep understanding 
of the basic principles of self-government 
and recognition of the fact that “eternal 
vigilance is the price of liberty.” 

Of course, we want all of the voluntary 
planning for the future that we can possi- 
bly have on the part of labor, manage- 
ment, agriculture and government. It is 
the duty of government, moreover, to do 
forward planning in respect to fiscal pol- 
icy, taxation, public health, the national 
defense, and such. Compulsory planning 
and control of the nation’s economic life, 
however, is in a totally different category. 
As Peter Drucker said in a recent book: 
“The panacea which is being advertised 
today under the misleading name of ‘Plan- 
ning’ is not a preparation for future 
events and contingencies. It is the aboli- 
tion of all limitations on governmental 
power. 

The long history of man’s struggle for 
freedom indicates that a part of the price 
he must pay for it is the willingness to as- 
sume a large measure of responsibility for 
his own physical well-being. Whenever 
men have endeavored to transfer their eco- 
nomic responsibilities to the shoulders of 
other fallible men calling themselves gov- 
ernment, they have eventually reared a 
Frankenstein monster that has turned and 
devoured their political, intellectual and 
spiritual liberty. Plutarch’s sage observa- 
tion that ‘the real destroyer of the liberty 
of any people is he who spreads among 
them bounties, donations, and largesses,” 
still holds good, along with Plato’s pre- 
diction about 350 B. C. that “democrary 
contains no long-range force which will 
check the constant tendency to put more 
and more on the public payroll.” 

Significantly enough, freedom for the 
common man has seldom, if ever, resulted 
from the efforts of either the aristocrat or 
the wage earner. The entrenched privi- 
leges of aristocracy and the leveling-down 
demands for equality under the rule of 
the proletariat, have proven to be equally 
destructive of personal liberty. Hence such 
freedom as the ordinary man has enjoyed 
tor brief periods since the dawn of his- 
tory, has always emerged as a corollary of 
the development of a middle class com- 
posed of business and professional men 
and farmers. A recent lecturer at Prince- 
ton University affirms that “‘political 
democracy came to the United States as a 
tesult of economic democracy.” History 
shows that businessmen were principally 
tesponsible for such freedom as Athens 


enjoyed before the age of Pericles; as 
Rome had before the time of Marius and 
Sulla; as the Republic of Florence had 
under the early Medici. The merchant 
class, moreover, created the free cities of 
the Hanseatic League. And certainly in 
modern times, freedom for the common 
man has been the outstanding character- 
istic of the business civilization of the 
Netherlands, Switzerland, France, Great 
Britain and the United States. 


CHALLENGE TO BUSINESS 


Hence as a part of the price of free- 
dom, business men must faithfully recog- 
nize their historic mission as preservers of 
the precious values of human liberty. To 
that end they should be shining examples 
of civic virtue, using that word virtue in 
the exact sense in which it is employed in 
my text. They must eliminate unethical 
practices in their own enterprises so that 
business can always come into the court of 
public opinion with clean hands; they 
must be keenly conscious of the social 
significance of their day by day decisions; 
they must be good stewards of the respon- 
sibilities with which individual freedom 
has entrusted them; they must constantly 
endeavor to create better conditions of 
employment by the elimination of health 
and accident hazards; they must steadily 
seek ways and means of regularizing em- 
ployment and cushioning the effect of ad- 
vancing technology on the lives and for- 
tunes of their workers; they must raise the 
standards of living by passing along the 
benefits of improved technique and quan- 
tity production through lower prices and 
higher wages; they must take an active 
part in public affairs, they must seek to be 
industrial statesmen rather than mere busi- 
nessmen. 

These principles apply with equal force 
not only to presidents and officers of busi- 
ness organizations but to executives at 
every level of management. For no matter 
how intelligent and enlightened a Com- 
pany’s policies may be, they are effective 
only to the extent that they are properly 
interpreted and executed throughout the 
organization., So controllers, secretaries, 
treasurers, as well as plant managers and 
personnel relations men—in fact all those 
in supervisory positions—have a direct 
personal responsibility for the preserva- 
tion of our freedom by practicing the civic 
virtues already mentioned and by doing 
everything in their power to stimulate our 
national economic efficiency. 

The unparalleled productivity of the 
American free competitive business system 
is the envy of the civilized world. Now 
this system and all the institutions of free- 
dom that go with it, are being challenged 
by the alien theories of collectivism. Cer- 
tainly one sure way we can repulse this 
threat is to continue to demonstrate to the 
world that the American system can and 
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does yield material benefits to the average 
man on a scale never known in the world’s 
history. Productivity and freedom in 
America have gone hand in hand. They 
will continue to do so if the men of man- 
agement will constantly do their duty as 
real industrial statesmen. 

For many years those who would bring 
about state socialism by peaceful means 
have advocated this formula: Select a time 
of great political and social unrest; then 
discredit in every possible way those in 
power during the preceding era of pros- 
perity; blame the ensuing depression on 
those leaders; then under guise of emer- 
gency, enact legislation that prevents con- 
fidence from returning. Finally, having 
destroyed the only basis on which private 
competitive business can flourish, say to 
the unthinking public: “We are extremely 
sorry to do it, but inasmuch as private in- 
dividuals will not create prosperity, the 
State, greatly to its regret, must step in 
and do so through outright control of ag- 
riculture, industry, banking and com- 
merce.” 

Now just go over the history of events 
of the past sixteen years and see how 
closely that pattern has been followed. I 
am not for one minute asserting that those 
in charge of the public administration of 
affairs in this country are Socialists or 
Communists or Fascists or anything of the 
sort. But I do believe very firmly that the 
pattern of events that has been followed, 
if continued much longer and further, 
will lead inexorably to state socialism. 

We must not delude ourselves by what 
happened on November 5, 1946. The ma- 
jority vote on that day was largely a vote 
of protest against labor strife and bureau- 
cratic rules and regulations. Certainly the 
American people have not suddenly seen 
a great light and turned back with new 
conviction to the basic principles on which 
the Republic was founded and on which 
its perpetuation demands. All that has 
been won is a temporary rear-guard action 
in the long-range fight against the rising 
tide of collectivism. We shall be fools in- 
deed if we do not use the time thus gained 
in driving home to the American public 
the fact that ‘No free government or the 
blessing of liberty can be preserved to any 
people but by a firm adherence to justice, 
moderation, temperance, frugality and 
virtue and by a frequent recurrence to 
fundamental principles.” 

Just listen to these quotations: 

Harry Bridges, President, Longshoremen’s 
and Warehousemen’s Union: 

If all CIO members could understand what 
united political action means, there might not 


be any more employers or private industry 
in the United States. 


Victor Reuther of the United Automobile 
Workers: 


A new American progressive party must 
propose a pattern of social ownership which 
will serve to break the controls of monopoly 
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capitalism, advocating the substitution of 
democratic social ownership for private mo- 
nopoly ownership. 


Mrs. Evelyn Burns, National Resources 
Planning Board on Post-War America: 


Society will have to devise methods that 
would refuse individuals the right to make 
what use they wish of their own labor and 
property. 


A. A. Berle, former Assistant Secretary of 
State: 


The Government will gradually come to 
own most of the production plants in the 
United States. 


Rexford Tugwell, Ex-Governor of Puerto 
Rico: 


Business will logically be required to dis- 
appear. 


Now the question arises, what are we, 
as patriotic American citizens, going to do 
about this whole problem? Do we still be- 
lieve in representative democracy ? Do we 
want to preserve it? Are we willing to 
trade our liberty for security, our spiritual 
freedom for bread ? 

“What can I do?” you ask. Here is my 
answer: 


1. Study and understand the political philoso- 
phy underlying the American system of rep- 
resentative democracy, private competitive 
business and civil and religious liberty. 
Discuss this philosophy with your fellow 
citizens. 

2. Test every proposed governmental policy 
against this political philosophy—thinking 
independently and not blindly following 
herd opinion. 

3. Take an active part in politics by helping 
to form policies and assisting to select and 
elect the right men to office. 

4. Vote yourself and see that others do so. 

5. Seek ways of rendering public service your- 
self by serving on committees, governmen- 
tal commissions and, if possible, by holding 
public office. 

6. Advise and counsel regarding pending pub- 
lic questions with your elected representa- 
tives in city, county, state and nation. 

7. Support actively those civic and industrial 
organizations that are fighting for the 
American system. 

8. Interest yourself in education, public and 
private, in three ways: 

(a) Insist that the curriculum stress men- 
tal discipline. 

(b) Insist on the study of classical history 
where one sees time after time the re- 
currence of mass movements similar 
to those which we are now witnessing 
in this country. 

(c) Insist on the study of political philoso- 
phy so that the rising generation may 
understand what the roots of liberty 
in America are and thereby acquire a 
sense of pride in our institutions. 

9. Interest yourself in the church, since 
our Anglo-Saxon political philosophy is 
founded on the religious concept of the 
sacredness of the individual in. the eyes of 
a Sovereign God—a principle which is 
common to all three of our great religious 
faiths—Protestantism, Catholicism and Ju- 
daism. 

10. Practice what you preach by demonstrating, 
through ethical conduct of your personal 
affairs, your own faith in constitutional rep- 
resentative democracy, private competitive 
business and civil and religious liberty. 


Those who doubt their capacity to do 
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such things may find rare encouragement 
in a passage from ‘The History of the 
American Revolution,” written by Dr. 
David Ramsay, a South Carolina physician 
and revolutionary patriot, in 1789: 

“Men whose minds were warmed with the 
love of liberty, and whose abilities were im- 
proved by daily exercise and sharpened with 
a laudable ambition to serve their distressed 
country, spoke, wrote, and acted with an en- 
ergy far surpassing all expectations which 
would be reasonably founded on their previ- 
ous acquirements.” 

Pericles observed 2400 years ago that 
“The secret of liberty is courage’; not 
feed, not comfort, not money, but just 
plain old-fashioned fortitude of body, 
mind and soul. In thinking about the Four 
Freedoms that we hear so much of these 
days, I have often wondered what the re- 
action of the Pilgrim Fathers would have 
been the day they landed on the rocky, 
barren coast at Plymouth if Governor Car- 
ver had said: Those of you who seek pri- 
marily freedom from want, come ashore. 


Not a man would have stirred. Again sup- 
pose he had said: Those of you who seek 
primarily freedom from fear in this wil- 
derness full of savages, come ashore. Not 
a man would have left the ship. But, thank 
God, impending privation and fear did 
not daunt those sturdy pioneers. They had 
known at first-hand what political, intel- 
lectual and spiritual tyranny meant and 
they were willing to pay the price for the 
blessings of such liberty in the new world, 
no matter what physical suffering was in- 
volved. They landed in mid-winter. Be- 
fore many months had passed, half of 
their number had died. Yet when the 
Mayflower sailed home in April, as an old 
historian says: ‘Not one of the colonists 
went in her. So sweet was the taste of 
freedom even under the shadow of 
death.” May it not be written of us in the 
fateful years ahead, that we lacked that 
courage of body, mind and soul which, 
when all is said, is the real price of free- 
dom. 


Business Liquidity Generally Favorable 
Despite Reconversion Drains 


Discussing business liquidity recently, 
“The Journal of Commerce” pointed out 
editorially that ‘‘American business has, 
on the whole, succeeded in maintaining 
an exceptionally strong liquid position, 
despite the heavy drains of the reconver- 
sion era. This will enable the large ma- 
jority of corporations to cope with what- 
ever lies in store for them in the shape 
of a business recession and a decline in 
commodity prices. 

“Available statistics paint an impres- 
sive picture. All corporations in this coun- 
try, according to the Securities arid Ex- 
change Commission, held almost $37,- 
000,000,000 of cash and Government 
securities at the beginning of the year, a 
reduction of about $6,000,000,000 since 
V-J Day. Considering the large additional 
investment made in inventory and receiv- 
ables and the heavy payments made to 
the Treasury on account of accrued in- 
come taxes, this was a remarkable show- 
ing. Cash and Government security hold- 
ings of American corporations are still 
almost three times the $13,000,000,000 
total reported at the end of 1939. 

“Expansion of inventories and receiv- 
ables is still a heavy drain upon corporate 
liquidity. During 1946, the additional in- 
vestment in inventory by all corporations 
aggregated $8,600,000,000, while receiv- 
ables expanded by $7,600,000,000. Fur- 
ther increases are taking place this year, 
reflecting both a further rise in the vol- 
ume of business and the increase in the 
price level. Expenditures upon new plant 
and equipment, which are running at a 
record peacetime rate, also will absorb 
cash resources. 


“Liquid resources were accumulated by 
corporations during the war in anticipa- 
tion of heavy postwar needs. But it would 
be unfortunate if cash and Government 
securities continue to be converted into 
inventory, receivables and fixed assets at 
a rapid pace, to the point where liquidity 
of the corporate structure as a whole be- 
comes impaired. 

“Ample liquidity constitutes protection 
against business failures and embarrass- 
ments. It provides an important element 
of stability to the whole economic struc- 
ture. 

“What can be done to safeguard corpo- 
rate liquidity, which would become im- 
paired if the trend to turn cash and Gov- 
ernment securities into other current or 
fixed assets continues over an extended 
period? For one thing, obstacles that 
stand in the way of retaining profits in 
order to replenish cash resources should 
be eliminated. This calls for modification 
of Section 102 of the Revenue Act, which 
penalizes what the Treasury regulations 
designate as “unreasonable” retention of 
profits in the corporation, and lowering 
of corporate income tax rates as soon as 
the budget position permits. It also re- 
quires liberalization of revenue law pro- 
visions for inventory and bad debt re- 
serves, so that working capital will not 
be so readily eroded through inventory 
and receivable losses. 

‘Managements also can take measures 
to protect the higher degree of liquidity 
enjoyed by business today. A strong liquid 
position should be regarded explicitly as 
a desirable objective of financial policy at 
all times,” the editorial declared. 
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Business Interruption Insurance 


In the discussion of Business Interrup- 
tion Insurance, four or five questions per- 
haps come to your mind as insurance 
buyer or adviser to the insurance buyer for 
your company. They are: 


1. What is it? 

2. What does it do? 

3, Is it an important coverage? 

4, What form of coverage shall I carry? 
5. How will my loss be adjusted? 


Possibly all of you, as controllers of 
large businesses buying large amounts of 
many kinds of insurance, are already fa- 
miliar enough with this coverage to know 
the answers to some of these questions. 
Most of the concerns you represent prob- 
ably carry Business Interruption Insurance 
and the others have probably heard it ex- 
plained or discussed to some extent at one 
time or another. Therefore, my remarks 
on the first three questions will be brief. 

What is Business Interruption Insur- 
ance? It is insurance protection to insure 
your plant against loss of profits and all 
continuing expenses during the time re- 
quired to repair or replace your buildings, 
machinery, equipment, stock, and such, 
after they have been damaged or destroyed 
by fire or some other insurable hazard. It 
is perhaps better known as Use and Occu- 
pancy Insurance and sometimes as Pros- 
pective Earnings Insurance. 

What does Business Interruption In- 
surance do for you? It would do for your 
business exactly what that business would 
have done for itself had no loss or damage 
occurred. All business properties are 
owned for no other purpose than to make 
profits. Ownership for any other purpose 
is purely incidental and in a big majority 
of cases the income produced from the 
business greatly exceeds the actual invest- 
ment in buildings, machinery, equipment, 
stock, and other plant property. Therefore, 
it would seem reasonable that insurance 
on this income-producing plant value is 
Just as important, and maybe more so, 
than the insurance on the property invest- 
ment itself. 

Is this an important insurance protec- 
tion? A comprehensive and unbiased sur- 
vey made by a large iron safe company 
some time back has shown that 43 per 
cent. of all businesses which suffered a 
severe loss never resumed business. An- 
other large number resumed business but 
only with a materially impaired financial 
statement. Neither of these conditions 
should arise if a business were properly 
protected with Business Interruption In- 
surance. After a loss has occurred, this in- 
surance protection will permit the plant to 
tealize its profits that would have been 
earned had no fire occurred. This will in 
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turn permit continued payment of divi- 
dends to stockholders, as well as salaries 
and wages to important employees. It 
should be kept in mind that even with a 
proper amount of Property Damage Insur- 
ance considerable additional outlay of 
capital would be required to replace the 
damaged property since the Property Dam- 
age policies cover only the replacement 
cost less depreciation. Business Interrup- 
tion Insurance would also pay the extra 
expenses necessary for expediting repairs 
and replacement of damaged property up 
to the amount the Business Interruption 
loss is reduced. By including insurance 
coverage on the payroll to take care of the 
ordinary wages during a shut-down pe- 
riod, you will be protecting the reserves 
you have built up on your employment 
taxes. Likewise, continued payment of 
wages to these people while your plant is 
shut down will help to stabilize general 
business conditions in your community. 
What form of Business Interruption In- 
surance shall I carry? This insurance is 
written on three different forms: the 
Weekly Form, the so-called ‘Two Item 
Contribution Form,’ and the recently 
adopted Gross Earnings Form. In consid- 
ering the type of form to be used, it 
should be remembered that most fire and 
other insurable losses result in only a par- 
tial or short period shut-down. Therefore, 
it is equally important to give considera- 
tion to your protection during these short 
or partial shut-downs as well as the total 
shut-down for a long period of time. 


WEEKLY FoRM 


The so-called “Weekly Form,” which 
provides a fixed limit per week, is the 
least expensive type protection. It is not 
well adapted, however, to a plant unless 
earnings and operations are uniform from 
week to week throughout the year. The 
form contains a partial suspension clause 
which makes it mandatory that the weekly 
limit provided in the policy be equal to 
the total of all profits and continuing ex- 
penses during each and every week of the 
shut-down period. If less insurance is car- 
tied, this clause operates as a 100 per cent. 


coinsurance clause and on a pattial loss 
your plant would be only partially insured. 
On the other hand, you could never col- 
lect more than your actual loss if you 
should be over-insured during some of 
the weeks you were shut down. In my ex- 
perience I do not recall ever having en- 
countered a manufacturing or business op- 
eration where earnings are actually 
uniform from week to week throughout 
the year. Too many factors tend to pro- 
duce peaks and slumps in the curve of 
business operations; such things as inven- 
tory, retooling, vacations and holidays, 
seasonal trends, strikes, material shortages, 
accidents, and breakdowns. 

There is also provision for writing in- 
surance under the Weekly Form where 
weekly earnings fluctuate from time to 
time but few, if any, businesses can fore- 
cast with any accuracy just what conditions 
are going to be for any one week or num- 
ber of weeks a year in advance. Your busi- 
ness may have a general seasonal trend but 
this is only approximate from year to year 
and may be greatly changed by any one of 
several influencing factors—even the 
weather in the case of many businesses. 
Personally, I do not recommend either of 
these Weekly Forms—at least I have never 
encountered a case where I felt it should 
be carried in preference to the other forms. 





“Two ITEM” FoRM 


The “Two Item Contribution Form’ 
eliminates most of these objections to the 
Weekly Form, inasmuch as you would be 
fully reimbursed under this form for any 
loss sustained so long as the total amount 
of insurance represented the required per- 
centage of the business interruption value 
for a full year. Item 1 of this form does 
not cover the ordinary payroll but this 
may be insured separately in an amount as 
little as 90 per cent. of the payroll for the 
highest 90-day period. 

This of course brings up the question 
as to whether or not the ordinary payroll 
should be covered. Certainly if your plant 
is shut down for a period of a week or 
two, or one department is shut down for 
a few days, and to a greater extent, if the 





Controllers Institute. 





INSURING PROSPECTIVE EARNINGS 


Property damage insurance is a well-known coverage, but equally important 
is the type described by Mr. Mullins. Answers to questions that often arise about 
business interruption insurance are provided in these observations, which the 
author presented before the March meeting of the Indianapolis Control of the 
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shut-down were for a month or two, you 
would want to continue wage payments to 
these employees so that they would be 
available when operations were resumed. 
If the entire payroll is not insured, this in 
turn brings up the question of deciding at 
the time insurance is written and before a 
loss occurs, which employees are impor- 
tant and which ones are unimportant be- 
cause you will certainly want sufficient in- 
surance under Item 1 to cover all impor- 
tant employees without finding yourself 
penalized under the contribution clause in 
your policy. 


Gross EARNINGS FORM 


The third type of form on which this 
insurance can be written is what is known 
as the ‘Gross Earnings Form.’’ This has 
been available on manufacturing risks 
only for the past few months. It practi- 
cally, and usually actually, eliminates the 
objections raised above to both the 
Weekly and Contribution Forms. It has 
been in use on non-manufacturing risks 
for several years and has met with wide- 
spread approval. During the comparatively 
short time it has been available on manu- 
facturing risks, indications are that it will 
soon be the most widely used form of cov- 
erage on such risks as well. 

The amount of insurance carried under 
the Gross Earnings Form is determined 
merely by deducting from your anticipated 
total net annual sales the cost of raw 
stocks and material, the difference being 
the gross earnings of the business as de- 
fined in the policy. You may then insure 
50 per cent., 60 per cent., 70 per cent., or 
80 per cent. of these gross earnings with 
the corresponding contribution clause. It 
includes coverage on ordinary payroll if at 
the time of loss you elect to pay such ex- 
penses. If the loss is going to be for a 
long period of time, these wages would 
not be paid if you so elected, and you 
would then have sufficient insurance to 
pay for a loss of profits and other neces- 
sary continuing expenses for a longer pe- 
riod of time so that the policy would then 
operate for your company practically like 
the Two Item Contribution Form with all 
of your coverage on Item 1. In some busi- 
nesses where ordinary payroll coverage is 
not necessary and this payroll is a substan- 
tial part of operating expenses, it may be 
desirable to use the contribution form be- 
cause of the higher premium developed 
for the Gross Earnings Form. Except in 
such cases, this Gross Earnings Form of 
coverage is always desirable and will give 
the broadest and most flexible coverage. 

The only argument favoring the 
Weekly Form is that it is slightly less ex- 
pensive. The only argument against the 
Gross Earnings Form is that it is a little 
more expensive than either of the other 
forms in most instances. Often times it is 
actually less expensive. Insofar as the com- 
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parative cost is concerned, it should be re- 
membered that any insurance is expensive 
until you have a loss and then the best in- 
surance is the cheapest thing you buy in 
your business. Incidentally, what other 
items do you buy in your business other 
than insurance on which the unit cost has 
actually been reduced during the past 
twenty years ? 


DETERMINE THE NEED 


Whichever form you carry, you have, 
first of all, to establish the amount needed 
in order to fully protect you and to com- 
ply with the contribution clause. This is 
not difficult to do in any well operated 
business with a proper accounting system. 
The amount should be determined pri- 
marily by following the formula of the 
contribution clause, which is the total an- 
nual net sales less cost of raw supplies, 
and in the case of the contribution form, 
less ordinary payroll and cost of heat, 
light, and power. This is always the cor- 
rect way to arrive at the insurable value. 
Attempting to build up the amount by 
adding to net profits the expenses which 
will continue following a loss always leads 
to trouble when a loss occurs. In the first 
place, in the event of a short or partial 
shut-down, virtually none of the expenses 
of operation will stop, and in the event of 
a total and prolonged shut-down, I have 
yet to see a case where some items of con- 
tinuing expense, and often times sizeable 
items, are not overlooked in attempting to 
build up a total of such continuing ex- 
pense items. This is emphasized by the 
fact that in the adjustment of U. & O. 
losses a large percentage of policy holders 
find themselves-carrying insufficient insur- 
ance to comply with contribution require- 
ments and as a result are penalized. This 
build-up method should only be used to 
check the amount arrived at by the other 
method mentioned, because sometimes you 
may decide that additional insurance be- 
yond that required for compliance with 
the contribution clause is needed because 
of the possibility of a shut-down extend- 
ing over a long period of time. 

The contribution clause in the policy re- 
quires that an amount of insurance be car- 
ried representing a specified percentage of 
the earnings of your business at the time 
of loss. If the amount carried when a loss 
occurs is short of this specified percentage, 
you, as the insured, would contribute to 
any loss to the extent your insurance was 
deficient in amount. 

How will my losses be adjusted? Re- 
membering that Business Interruption In- 
surance will do for your business exactly 
what the business would have done for it- 
self had no loss occured, with a good ac- 
counting system little difficulty will be en- 
countered in the adjustment of a loss. 
Certain fundamental things should be 
kept in mind, such as the fact that the loss 


is limited to the actual loss sustained, that 
the policy pays from the date of loss until 
the damaged property can be restored 
with the exercise of due diligence and 
dispatch, which means that you as the in. 
sured must do your part to expedite the 
restoration of the property. Due consid- 
eration will be given to the experience of 
the business before the loss and the prob- 
able experience afterwards. Actual cases 
of U. & O. loss adjustments prove that 
settlement of these losses very seldom in- 
volve any difficulty, less often in fact than 
the adjustment of property damage losses, 
With a good accounting system the figures 
pretty well speak for themselves, and 
there is no item of depreciation to be 
taken into account which we do have on 
property damage claims. The matter of 
how much depreciation is proper and fair 
on any property involves differences in 
opinion. There can be no such difference 
of opinion on the operations of a business 
when accounts are well kept. 

The policy specifically provides that 
there is no coverage for remote or conse- 
quential losses, which includes losses be- 
yond the time to repair the property, when 
such losses result from loss of contracts or 
general falling off of business as a result 
of being inoperative for a period of time. 

After a severe loss involving either a 
partial or total shut-down, the loss is usu- 
ally adjusted by completing proof of loss 
after operations are resumed. In many 
cases, however, the adjustment is made 
shortly after the loss occurs by agreement 
between the adjuster and you, as the in- 
sured, as to the probable time required to 
restore the property. In this respect out- 
side opinions are usually obtained as to 
the amount of time required to make the 
repairs. In the event of a partial loss, the 
loss can be adjusted along such lines as 
the number of days or hours a unit or de- 
partment is out of operation or on the ba- 
sis of the number of units produced after 
the damage as compared to what was be- 
ing produced before the damage. 


AN IMPORTANT COVERAGE 


In closing I would emphasize that Busi- 
ness Interruption Insurance is one of the 
most important coverages you Carry Of 
should carry on your business. Many times 
the Business Interruption loss greatly ex- 
ceeds the Property Damage loss. Insofar 
as cost is concerned, when you compare 
the daily cost of this important protection 
to your daily volume of business the cost 
is ridiculously low. In establishing the 
amount of insurance you are going to 
write, do not write as little as you think 
you need or someone tells you will be suf- 
ficient to comply with contribution clause 
requirements. Most businesses ate moving 
ahead today and as a result, a high pet- 
centage of recent Business Interruption 
losses show that insufficient insurance 1s 
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being carried in most instances. Under 
resent conditions, repairs may require 
much longer than you anticipate and what- 
ever amount of insurance you carry may 
ptove inadequate. On Business Interrup- 
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tion Insurance you need not be concerned 
about being a bit over-insured because a 
severe loss may use up all of your insur- 
ance before operations are resumed and 
by carrying a little more than the mini- 
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mum amount you feel is required, you 
will be on the safe side so far as coinsur- 
ance is concerned if you have a partial 
loss. Finally, Business Interruption values 
should be checked frequently at present. 


Labor Relations Dollars and Cents 


We hear a great deal of talk about labor 
relations being primarily a human rela- 
tions problem. From the economic stand- 

oint—and especially from the viewpoint 

of the controller—it is, however, also a 
matter of dollar and cents. The period of 
price readjustment which we are now en- 
tering should make us doubly aware of 
this currently vital aspect of labor rela- 
tions. 

I have just returned from a 4,500 mile 
trip, in which I visited plants in Tennes- 
see, North Carolina, Ohio, western Penn- 
sylvania and upper New York State. All 
along this journey, I encountered instances 
which indicate the impact of a definite re- 
cession, showing how company after com- 
pany is finding itself squeezed between 
the millstones of falling prices and rising 
labor costs. sis 

Typical of these cases is that of a hosiery 
mill in North Carolina. This manufacturer 
of men’s hose is faced with a large inven- 
tory of finished and semi-finished goods— 
in a field in which buyers’ resistance is 
unusually strong. When the company’s 
products were offered on the market, there 
were few takers, because of the high 
prices. In the meantime, material Cdsts 
dropped sharply. As a consequence, this 
firm is in a rather precarious position, and 
will continue to be so unless and until the 
inventory is liquidated. 

The second case involves a leather 
goods manufacturer in upstate New York, 
a company which for many years has spe- 
cialized in novelties for the chain-store 
field. A recent wage increase forced the 
company to increase its selling prices— 
and thereby priced itself out of the mar- 
ket. Chain stores were no longer interested 
in the items because their own customers 
would not pay more than the established 
range. Unable to secure any orders, the 
manufacturer was forced to shut down his 
plant. 

A third example involves a pottery 
manufacturer whose labor costs have been 
tising continuously for some time. In that 
period, his ratio of orders to quotations 
submitted fell from one in seven to one in 
twenty. In short, his prices are out of line 
with his competitors: unless he can correct 
this situation, this employer will price 
himself out of the market and, eventually, 
out of business. 

My final example is that of a Pittsburgh 


By Clinton J. Sammond 


company manufacturing valves and fit- 
tings. After V-J Day, this firm—which 
has a long record of substantial earnings 
before and during the war—was swamped 
with orders. In order to handle the in- 
creased volume, construction was begun 
on a larger plant, and the number of em- 
ployees was greatly increased. But along 
came a movement on the part of most 
wholesalers to reduce inventories, cancel 
purchase orders and hold up on all buying 
for the time being. Cancellations flowed 
in, the manufacturer's inventory filled, not 
one, but two, warehouses—and the com- 
pany found itself forced to lay off all but 
41 employees. 

These instances reflect a condition 
which is becoming general throughout the 
United States. They indicate that we are 
now in a period of price readjustment very 
similar to that of 1920-21. It seems ob- 
vious that unless labor costs are controlled, 
many companies will be forced out of 
business. Unless they bring their costs 
down, they will not be able to compete 
with other companies at the readjusted 
levels. 

In 1920-21, many companies were 
forced to the wall because they were over- 
stocked with high-cost merchandise which 
they were unable to sell. Many employers 
are finding themselves in the same boat 
today. I am not an alarmist, and am not 
predicting an economic collapse. On the 
contrary, it is my conviction that this pe- 
riod of price readjustment can be held to 
reasonable proportions and ended within 
six months, if we attack the problem in a 
common-sense manner. 


LABOR RELATIONS HOLDS THE KEY 


For a number of years, labor relations 
has been regarded pretty much as a one- 
way street, with the employer always pay- 
ing out more and more in return for less 


and less. Business conditions today are 
such that this concept must be changed. It 
is a bad deal that does not work both 
ways. We must make labor relations a 
two-way proposition if we are to survive. 

Employees want higher wages and job 
security. However, the employer must still 
be able to produce at a price which the 
public will pay. If this cannot be done, 
then the employer will be forced out of 
business, and the employees will find 
themselves with no wages and no security 
at all. 

Everybody—including labor—is com- 
plaining about high prices. Yet nobody 
seems to want to do anything about the 
matter except to defer buying anything 
not absolutely needed. This negative ap- 
proach must be replaced by a positive de- 
sire, on the part of workers and employers 
both, to cooperate to achieve increased 
production at lower costs. Only on this 
basis can we adjust ourselves to the eco- 
nomic trend of today. 


THE BEsT MEANS—WAGE INCENTIVES 


Wage incentives are the best, and fair- 
est, means of reaching management's 
soundest goal—"higher pay for greater 
output.” A good incentive plan—and 
there are several types—helps the worker 
to increase both his efficiency and his real 
wage. A good incentive plan, properly op- 
erated and fairly administered, is the only 
effective way to keep labor costs down 
without reducing take-home pay. Under 
the typical incentive plan, each worker's 
wage is based on his individual output or 
performance, and the employee is re- 
warded in proportion to his individual ef- 
forts. Therefore, such a system not only 
spurs the worker on to greater endeavor, 
but also tends to interest him in devising 
short-cuts to more production. 

There are many significant differences 








MANAGEMENT MUST “SELL” INCENTIVES 


The answer to increased production needs lies in management's ability and 
readiness to “sell the worker on the fairness and. feasibility of achieving higher 
wages through incentive wages,” declares Mr. Sammond in this paper which he 
delivered before a recent meeting of the Bridgeport Control. It is the choice be- 
tween “the carrot and the stick” once again. 
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between up-to-date incentive plans and 
the old, out-moded “‘piece-work’’ methods. 
One of the most important differences is 
that present-day incentives can be applied 
to practically every job in a given com- 
pany, including white-collar employees 
and foremen as well as the production 
rank-and-file. A// payroll charges enter 
into the unit cost of the product, so the 
more widespread the urge to do one’s job 
efficiently, the better it is for the company. 
As a good example of the results obtain- 
able, the Institute recently helped a com- 
pany, through adoption of the right incen- 
tive plan, to raise production from 60 per 
cent. of a standard day’s performance to a 
current rate of 118 per cent.—all within 
seven months. 

Some people confuse incentive plans 
with profit-sharing plans or bonuses, 
which is entirely wrong. A company can 
be “in the red” and still pay incentive 
wages, because the latter have a direct re- 
lation to the output or performance of the 
individual or group. There is no reason or 
need to withhold rewards until profits are 
reported—which explains why incentive 
plans help a losing company to get back 
to a profitable basis. 

Incentive plans fall into three categories 
—plant-wide, group and individual. The 
first two are based as a rule on the output 
of an entire department, or sometimes on 
the production of a whole plant. There 
are certain advantages to such plans: for 
example, they stimulate teamwork among 
employees, and also increase the efficiency 
of maintenance personnel, stock clerks and 
other non-production groups. The chief 
disadvantage to plant-wide and group 
plans is that the more efficient, harder- 
working individuals or departments tend 
to resent any “unearned” share being paid 
to the slower, less-efficient workers. 


Many UNIONS NOW FAvorR INCENTIVE 
PLANS 


Although unions continue to be wary 
of any effort on the part of management to 
re-introduce “‘speed-up’” or “‘stretch-out”’ 
methods under the guise of incentive 
wages, more and more union agreements 
provide for incentive plans. Both sides of 
the bargaining table are beginning to real- 
ize that incentive wages benefit both man- 
agement and labor, and that any danger 
of arbitrary changing of rates or lowering 
of standards can be removed through a 
fair grievance clause. Of course, union ac- 
ceptance of the wage incentive principle 
has brought with it the expected give-and- 
take of proposals and counter-proposals 
covering controversial incentive issues. 

Foremost among the demands to be ex- 
pected from the union is a share in the 
administration of the incentive system— 
including the setting of rates and the de- 
fining of job operations. This strategy is 
met, as a tule, by stating that the setting 
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of rates or standards is a strictly manage- 
rial function to be handled by the com- 
pany’s own engineers—but that any dis- 
satisfaction on the part of the union or of 
any employee may be brought up for con- 
sideration through the regular grievance 
procedure. 

Another union demand is for the right 
to call for a re-study of job operations, 
which, of course, would greatly hamper 
production. This has been overcome suc- 
cessfully in many cases by offering the un- 
ion copies of the original observations and 
asking its representatives or time-study 
men to check from those figures. The use 
of temporary standards while a job is be- 
ing re-rated, or in the case of new opera- 
tions, often is a bone of contention, and 
may even lead to demands for back pay. 
The best trouble-prevention is a contract 
clause outlining the use of such standards. 

Probably the greatest worry confronting 
unions in regard to incentive pay is the 
problem of what happens to employee 
earnings when production declines for rea- 
sons beyond the worker's control. For in- 
stance, here is a list of conditions which 
may decrease incentive earnings: 


1. Where one employee is required to do 
over the defective work of another, or 
to do over his own where the defect 
is not his fault. 

2. Where one worker ts called on to in- 
struct or train a recruit. 

3. If a worker is required to try out a 
new machine or other equipment on 
which he is not the regular operator. 

4. When an employee is assigned to a 
lower-paying, emergency job which 
does not come under the incentive plan. 


It is the recommendation of the Labor 
Relations Institute that employees in all 
such cases be paid the average hourly rate. 
However, a distinction must be drawn be- 
tween such stated conditions and the ordi- 
nary eventuality of idle time, as from 
breakdown of machinery or interruption 
of the routing process. If these are not 
compensated for by payment of the base 
rate only—i.e. the rate for “normal” or 
“standard” performance before incentive 
pay is added—the employer may find him- 
self paying the higher average hourly rate 
for slowdowns. 


WacGE-Hour ASPECTS 


Workers on incentive pay, like those 
on straight time, come under the Fair 
Labor Standards (Wage-Hour) Act. This 
means that in addition to converting 
pieceworkers’ weekly payments into cents- 
per-hour, for accurate computation of 
overtime pay, the non-productive time of 
such employees must be included in over- 
time calculations. In other words, the fol- 
lowing typical non-productive chores must 
be paid for and included in figuring over- 
time: 


Maintenance work—Time spent oiling 
machines, cleaning benches, sharpening 
tools, etc. 

Waiting time—If the employee is te- 
quired to wait for additional material, 
machine repairs and the like, this time 
must be counted. 

Travel and wash up time—This in- 
cludes time taken by employees to walk 
from the time clock or the company gate 
to their benches, or the time used for 
washing up or changing clothes before 
leaving the plant. 

Inspection time—This category includes 
time spent in marking goods, inspecting 
the condition of the worker's machine, 
sorting out work, attaching routine slips 
or tickets, and so forth. 


Another question that has come up in- 
volves whether or not incentive-paid em- 
ployees can be required to work beyond 
the time needed to complete their produc- 
tion quotas. This point entered into a 
recent arbitration, where the arbitrator 
ruled that the employee must complete 
his working day. In other words, a man 
working an eight-hour shift has an obli- 
gation to work eight hours—regardless of 
whether this is paid by time or by his 
production. Requiring a piece-worker to 
work beyond his production quota in any 
given workweek—or workday, if the 
union contract calls for daily overtime 
payment after eight hours—is not over- 
time so long as the employee actually 
works only 40 hours or less. 

All our experience since the war proves 
this, that there is little use of manage- 
ment talking about the need for more 
production unless business men them- 
selves are willing and ready to sell the 
worker on the fairness and feasibility of 
achieving higher wages through incentive 
wages. 

The job calls for persuasion and _per- 
sistence on the part of management, plus 
the patience that is always required to sell 
anything new. 

The future of our economic structure, 
and our ability to surmount the pricing 
obstacles ahead, depend upon successful 
establishment of the incentive idea. 


* * %* 


The position of a social security system 
as such appears to be distinctly secondary 
and defensive. The real hope appears to 
be in positive, constructive actions to pfo- 
mote the full functioning of the economy 
with a high degree of efficiency. Given 
those conditions, adequate provision for 
persons in need can be made without 
great difficulty if the public conscience of 
the day so directs. LEwis MERIAM. 


* * * 


According to a Twentieth Century 
Fund report, approximately three fourths 
of all the crude rubber consumed in the 
United States goes into tires and tubes. 








Exe 
Schmi 
ber 0] 
ingto) 
Spring 
of An 


TI 
and 
foref 
hunt: 
were 
man. 
ways 
empl 
have 
whos 
ment 
We : 
ment 
age \ 


becat 
ways 
must 
ing t 
sals | 
shou. 
secut 
peop 
both 
nom! 
Tk 
wage 
First, 
ligen 
they 
lack 
whic 
had t 
atten 
conti 
from 
M: 
capac 
and t 
not v 
book 
sume 
into 
syste! 
plies 
The « 
nova 
Thro 
and ; 
of ¢ 
perve 
This 
If 
terpr 
Wou 
throu 
dyna 
dowr 
agem 
own 
push 








ling 
ling 


re- 
rial, 
‘ime 


in- 
valk 
pate 
for 
fore 


ides 
‘ing 
ine, 


er- 
lus 
ell 


re, 


ng 


hs 








The Controller, August, 1947 





Guaranteed Wages: Mirage or Reasonable Goal? 


Excerpts from an address by Dr. Emerson P. 
Schmidt, director of economic research, Cham- 
her of Commerce of the United States, Wash- 
ington, D. C. Presented at the Midwestern 
Spring Conference of the Controllers Institute 
of America, May 19, 1947. 


The desire for security is legitimate, 
and is as old as civilization itself. Our 
forefathers plied the wilderness with 
hunting and fishing equipment: they 
were armed to meet hostile beast and 
man. They sought security in their own 
ways. Today, four out of five gainfully 
employed persons are wage earners. We 
have become a nation of employees, 
whose survival, well-being and content- 
ment rest on a steady flow of pay checks. 
We should not expect that the instru- 
ments of security adapted to an earlier 
age will be adequate for modern times. 

We should not resist change, merely 
because of a nostalgia for the earlier 
ways of thinking and doing. Yet, we 
must examine critically the new, know- 
ing that only a few of the new propo- 
sals have genuine survival value. Nor 
should we rest at ease if the search for 
security becomes the exclusive goal of a 
people. If such be the case, we may lose 
both security and liberty, as well as eco- 
nomic progress. 

The current drive for guaranteed 
wages may have two unfortunate effects. 
First, it implies that employers are neg- 
ligent in their duties to workers—that 
they are failing, through cussedness or 
lack of humanity, to do something 
which they could easily do if only they 
had the right attitude. Second, it diverts 
attention from the real causes of dis- 
continuity of wage payments as well as 
from workable remedies. 

Management's sustained wage-paying 
capacity depends upon the customers 
and the solvency of the enterprise, and 
not upon the size of the boss's pocket- 
book. In response to prospective con- 
sumer demand, investment funds flow 
into new enterprises. A flexible price 
system is the vehicle through which sup- 
plies and demands express themselves. 
The designers, the inventors and the in- 
novators are ever alert and active. 
Through new competition, substitutes 
and shifts in consumer tastes, a process 
of continuous “creative destruction” 
pervades our entire economic system. 
This is its lifeblood. 

If so, how far can the individual en- 
terprise go in guaranteeing wages? 
Would a system of wage guarantees 
throughout the economy paralyze this 
dynamic system and cause it to slow 
down? Actually, to what exent is man- 
agement in control of the destines of its 
Own enterprise? If management is 
pushed into guaranteeing wages, will 


management be driven to try to control 
collectively new competition, new in- 
vestment, new products, production and 
prices—with the hope that it can make 
good on the guarantee? Furthermore, 
if this sensitive economic system is sub- 
jected every generation to the tensions 
and stresses of war, is it reasonable to 
expect it to operate on a keel sufficiently 
even to permit a majority of employers 
to guarantee wages by the year? 

Labor unions are far from unanimous 
in demanding guaranteed wages. Some 
unions, like the National Maritime 
Union, admit that the guaranteed wage 
is possible only under a_ socialized 
economy. John L. Lewis in 1937 de- 
manded a guarantee of 200 days’ work 
per year, but has not pressed the issue. 
The International Ladies Garment 
Workers Union claims that it is more 
concerned with the problem of creating 
greater stability of employers, many of 
whom fade after a few months’ opera- 
tion. 

The CIO subscribes to what is some- 
times called the naive purchasing power 
theory of prosperity. Under this view, 
depressions are due to a lack of wage 
earners’ purchasing power. A guarantee 
of wages, it is argued, will maintain in- 
come—and a willingness to spend it as 
it is earned—and thereby maintain eter- 
nal prosperity. It would be difficult to 
find an impartial economist who would 
agree that depressions are due to short- 
ages of purchasing power. 


PURCHASING POWER FALLACY 


Production always finances consump- 
tion, providing no one is hoarding in- 
come. It is the failure to use income 
which may cause a break in the circuit. 
The mere guarantee of wages would 
not prevent the accumulation of those 
maladjustments which precede depres- 
sion. Even Karl Marx noted that depres- 
sions come when [gogers. power is 
at an all-time peak. It might also be 
noted that recovery from depression 
takes place when purchasing power is 
at its lowest, as in late 1921. Yet we 
will hear much in the months ahead of 
how the guaranteed wage will sustain 
purchasing power and prevent depres- 
sion. It is important that management 
be properly informed on what causes 
depressions and what will—and what 
will not—prevent them. Management 
should be prepared to analyze and un- 
derstand the economics of the business 
cycle. 

For nearly a decade, organized labor 
has opposed experience rating in un- 
employment compensation, under which 
the employer is given an incentive to 


stabilize employment through payroll 
tax savings. Yet the arguments against 
experience rating are equally valid 
against the guaranteed wage—which is 
experience rating carried to the full. 
The latter may be viewed as unemploy- 
ment compensation with the benefit 100 
per cent. of the weekly wage, and with 
benefits financed by charges only against 
the individual employer, depending 
upon his employment experience. 

Under the guaranteed wage with 100 
per cent. payment, there would be no 
incentive to find work so long as the 
wage payments continue. Unemploy- 
ment benefits generally run for not 
more than half a year, whereas under 
the guaranteed wage they might run for 
52 weeks or 104 weeks, depending on 
the length of the guarantee and its re- 
newal provisions. Under unemployment 
compensation, the law requires the 
beneficiary to expose himself to job re- 
ferrals through the United States Em- 
ployment Service to any or all employ- 
ers who may have suitable employment. 
Under the guaranteed wage, job offers 
would have to come only from the 
guaranteeing employer. 

Furthermore, if the guarantee plan 
calls for 52 weeks of 40 hours, does the 
employee guarantee to stay on the job 
for 52 weeks? Is the hourly wage fixed 
for 52 weeks? If the employee agrees to 
shift from a slack department to an- 
other, as part of the bargain, does the 
old or the new wage rate apply. If the 
employer goes out of business, does his 
obligation cease? 

Would the requirement of a guaran- 
tee tend to cause employers to hire 
fewer workers? Will it retard business 
expansion? What will it do to the in- 
centive to open new enterprises? How 
will it affect small business? Will it 
cause the economy to stagnate, espe- 
cially those parts of it which are most 
susceptible to shifts in consumer de- 
mand upon short notice? Will an indus- 
try, after a time, ask to be relieved from 
anti-trust action so that it can “regu- 
late” output and investment, because of 
its benevolence in establishing a guar- 
teed wage? If such anti-trust exemption 
is granted, how long would it take be- 
fore the workers and management 
would engage in a conspiracy against 
the consumer, in the guise of a ‘‘stabi- 
lization” program? 

These and many other questions 
should be asked again and again in the 
months ahead. Some 150 guaranteed 
wage plans have been abandoned: there 
are reasons for this high mortality. In 
the face of this record, management 
should not hesitate to devote adequate 

(Please turn to page 406) 
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More Paid Holidays for Wage Earners 


More than 51 per cent. of 185 companies surveyed by the 
National Industrial Conference Board, pay wage earners for 
holidays not worked, with most of these companies granting 
from six to twelve paid holidays per year. Although the paid 
vacation is no longer the exclusive privilege of the white- 
collar worker, one still unresolved issue of collective bar- 
gaining is that of paying production workers for unworked 
holidays. Most firms do not deduct from the pay of a salaried 
employee for any holidays observed by the company unless, 
as in some instances, he has been ordered to work on the 
holiday and has not reported for work. 

Up until the beginning of the last war, however, wage 
earners were seldom given any holidays with pay. In 1936, 
a nation-wide survey conducted by The Conference Board 
showed that only 9 per cent. of 446 companies had such a 
policy. In 1946, over 41 per cent. of the 240 cooperating 
companies allowed wage earners time off with pay for some 
or all of the holidays observed by the company. “The trend 
is evidently continuing, for seventeen more companies of the 
group have this year added paid holiday provisions, and 
only one company has discontinued its former policy which 
allowed wage earners four paid holidays.” Thus, approxi- 
mately 52 per cent. of the 192 companies replying pay wage 
earners for holidays not worked. Forty-four per cent. of the 
companies grant six paid holidays; 70 per cent. give wage 
earners from six to twelve paid holidays. Salaried personnel 
receive from six to fourteen paid holidays in over 90 per cent. 
of the companies. 


Strong Business Supports Cited 


Inventory accumulation, continued deferred demand for goods 
and export volumes were cited recently by the Cleveland Trust 
Company as “three strong supports” of business which provide 
“a golden opportunity” to reduce federal expenditures and to 
adopt a sound fiscal policy of both debt and tax reduction. 

The “supports” have given business time to accomplish its 
physical reconversion; provided temporary sellers’ markets which 
permitted industry to absorb the uneconomic costs stemming 
from unbalanced inventories, labor strife, and a degree of both 
industrial and labor inefficiency; and afford the federal govern- 
ment an unexpectedly long and propitious period of high na- 
tional income and tax receipts,” the review said. 

The bank’s bulletin asserted that the extent to which eco- 
nomic costs are reduced throughout the whole productive proc- 
ess from raw materials through finished goods “may well de- 
termine whether this country faces a readjustment accomplished 
at a high level of industrial production, or recession or de pres- 
sion,” 


Corporate Financing Drops 62 Per Cent. 


A sharp drop of 62 per cent. in new corporate securities offered 
for cash sale to finance purchases of plant and equipment was dis- 
closed in a Securities and Exchange Commission report for the first 
quarter of 1947. 

The decline largely accounted for a reduction in the total of all 
corporate flotations from $1,830,000,000 in the last quarter of 1946 
to $1,037,000,000 during the first three months of this year. The 
total for the first quarter last year was $967,000,000. 

Securities issued for new building purposes and acquisition of 
equipment amounted to $396,000,000, down from the $1,045,000,000 
floated in the preceding three months. Issues for working capital and 
refinancing remained at approximately the same levels. 

Common stock offerings were $153,000,000, compared with $110,- 
000,000 in the last quarter of 1946. Preferred stock flotations were 





also much smaller, the greater part being issued to reduce dividend 
rates. 

Private placements declined from $650,000,000 in the last three 
months of 1946 to $322,000,000. 
_ Approximately half—52 per cent.—of all issues were floated by 
industrial and miscellaneous companies. 


Checks Recorded on Film 


A battery of twenty-five microfilming machines that pho- 
tograph both the front and back of bank checks simultane- 
ously has been installed in the check-collection department 
of the Federal Reserve Bank of Cleveland. According to the 
bank, this is the first installation of its kind in the country. 
The new machine, known as the “duplex recordak,” reduces 
the checks‘ photographically by thirty-five diameters and 
“files” both front and back images of more than 10,000 
checks on each 100-foot roll of 16 mm. film. 

The machine will also endorse the checks as they leave 
the device with each succeeding check in a different location 
to avoid overlapping endorsements. It also stamps the face 
of a check as proof that it has been photographed. 


LIFO Urged for Shoe Manufacturers 


A strong recommendation that shoe manufacturers, if their 
minimum working inventory requirements are now reasonably 
met, adopt the LIFO (last-in, first-out) method of inventory 
valuation at this time was made recently by the National Shoe 
Manufacturers Association. The organization pointed out that 
many tanners are operating on the LIFO method and that it 
has served them well. Several shoe manufacturers already use 
the plan for all or part of their Operations. 

“The question that immediately occurs to shoe manufacturers 
who contemplate changing to the LIFO plan is whether or not 
this is a good time to make the shift,” the shoe group stated. 
“If manufacturers have sweated through the war and post-war 
periods and paid taxes on profits that were swollen by inventory 
appreciation, they are understandably reluctant to shift over to a 
method of accounting which will prevent them from being able 
to deduct subsequent inventory losses when leather prices fall, 
as they doubtless will sooner or later. 

“This objection possesses undoubted merit, but there are two 
points which should not be overlooked on the other side. The 
first is that we have no way of knowing that leather prices will 
not show further appreciation before they fall. It is possible to 
exercise a Slight degree of hindsight in this matter, inasmuch 
as inventory is vdlued on a basis of its cost at the beginning 
rather than at the end of the manufacturer's tax year. 

“Hence a manufacturer who is on a calendar-year basis can 
decide whether or not it is wise for him to shift to the LIFO 
method, despite the possibility of decreases in leather prices, 
based on what has taken place during the year. To value a 
calfskin inventory on the basis of January calfskin prices looks 
much better to a shoe manufacturer today than it would have 
looked two weeks ago. 

“There is a second point to be urged against deferring a 
decision to change to the LIFO method because of the posstbil- 
ity of foregoing an opportunity to reduce income taxes by 
charging inventory losses against current earnings. No matter 
when the decision to change is made, there will always be the 
risk that by waiting it might be done when inventory values are 
still lower. 

“The proper time for a manufacturer to adopt LIFO is when 
he has a reasonably balanced inventory of reasonably priced ma- 
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terial. Whenever a manufacturer feels that his minimum work- 
ing inventory requirements are reasonably met we would 
strongly recommend that he adopt the last-in, first-out method.” 


Financial Accounting of Unions Favored 


Eighty-four per cent. of the people polled in a recent na- 
tion-wide survey believed that labor unions should be re- 
quired by law to make yearly public reports of the money 
they collect and spend. Similar belief was expressed by 80 
per cent. of the labor union members who were polled. 


Yardsticks for Corporate Contributions 


Many efforts have been made by corporations to find an equitable 
yardstick for determining the amounts to be contributed to educa- 
tion and charity, but few have been successful. More uniformity in 
gifts, however, is evidenced now than in the past, declares the Na- 
tional Industrial Conference Board. 

Of ninety-six companies reporting total contributions as a per- 
centage of net sales for 1946, slightly less than three fifths contrib- 
uted between one tenth and three tenths of one per cent., and two 
fifths of these contributed exactly one tenth of one per cent. of sales 
to charitable and welfare organizations and to colleges and uni- 
versities. In 1943, about two fifths of the more than 250 com- 
panies reporting contributed between one tenth and three tenths 
of one per cent.; in 1944, the group falling in this range represented 
slightly over two fifths of the total reporting. 

The war’s end marked the beginning of a period of review and 
retrenchment in corporate donations. Many wartime agencies were 
eliminated and the budgets of other organizations were reduced as 
the pressure of war relief activities eased. Yet, the over-all number of 
demands on corporations, says the Conference Board, has continued 
to rise as more and more organizations are turning to industry for 
financial aid. 


Balance Wage Increases by Modernization 


World economic recovery depends on American production 
equipment, William ]. Kelly, Chicago industrialist and presi- 
dent of the Machinery and Allied Products Institute, declared 
recently. “Exporting American dollars does little to relieve pau- 
perism of devastated countries,” Mr. Kelly said. “Production 
machinery to generate wealth is the crying need, and today 
America is the only adequate source of the capital goods (fa- 
cilities of production and distribution) necessary to revitalize the 
world.” 

America’s production and distribution industries must be 
modernized and more highly mechanized to catch up with pre- 
mature wage increases. “Such increases,” he added, “can be 
permanently paid only out of increased production. Until devas- 
tated countries are industrialized their people will continue on 
a subsistence basis. The capital goods for industrialization must 
come from America. 

“The need is imperative for capital goods manufacturers to 
identify the mutuality of their interests and to work together to 
achieve domestic and international conditions more favorable 
to their industries. Federal tax policies, particularly, are sup- 
pressing much needed expansion. The present policies discourage 
and in many cases make impossible the accumulation of adequate 
reserves for depreciation of present equipment. They eliminate 
Opportunities for the purchase of new, more efficient facilities. 
They hamper modernization of all of our industries. They curb 
the market for their products by interfering with lower prices.” 


After-Tax Corporate Profits Up in ’46 


Comparing the relationship of 1946 profits to corporate 
sales, the Department of Commerce recently noted: 

1. Before-tax profits were “appreciably lower than in 
most of the war years,” but higher than in 1929. 

®. After-tax profits, however, were higher in relation to 
sales than in “most of the war years,” but below the 1929 
telationship. : 
Corporation profits after taxes set a record last year, 
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A Prediction.... 
Many problems beset the people of the United States. 


We suffer, temporarily, from a decline in morals and 
manners. We are prey to an army of Apostles of Despair. 
We hide our national perplexity in alcoholic excess and 
literary unpleasantness. We confound the world with in- 
epitude—when the time calls for courage, audacity and 
political honesty. 

But let us look back a few years. Remember the period 
following the invasion of Poland .... before Japan at- 
tacked Pearl Harbor? Who would have believed then that 
this nation could summon forth the might to win the 
war? 

Yes, we will win the peace, too....by whatever 
means are necessary! Even now, we are building the first 
Empire of Democracy the world has ever known. We are 
doing it because this is our birthright, our destiny, our 
salvation. 

Certainly we have problems—labor troubles, inade- 
quate housing, high living costs, atomic bomb jitters, 
general unrest. These are children’s diseases. They are 
only growing pains....and growing pains breed men. 
Who truly believes such things to be of consequence in a 
world crying out for spiritual guidance and physical suc- 
cor? Who cannot see that our real difficulty lies, not in 
the magnitude or multitude of our distresses, but in the 
narrowness of our vision? 

Fifty-five nations comprise the United Nations Assem- 
bly. To be a citizen of the acknowledged leader of them 
all is a rare privilege. That we may be citizens of such a 
country, in this era of greatest opportunity for world 
leadership, is almost a miracle. 

So the President has vetoed the tax bill? Is our quality 
to be measured by our tax rates this year or next, when 
countless millions must be fed and whole continents 
aided toward new means of livelihood? 

This message is no appeal for a larger perspective, nor 
even for a more Christian view of our responsibility 
toward recent, or prospective, enemies. It is a prediction 
.... that more and more of us will be thankful that we 
are able to witness and share the greatness and fulfill- 
ment that lie ahead for our United States of America. 


—'Estate Planning Newsletter’’ 











jumping $2,000,000,000 above the previous peak set in mid- 
war 1943, the Department of Commerce reported. 

The department estimated after-tax profits at $12,500,- 
000,000. 

It said corporate profits before taxes totalled $21,100,000,- 
000, a peace-time figure higher by $1,000,000,000 than in 
1945 but about $3,500,000,000 below the record established 
in 1943. 

The reasons that after-tax profits gained more sharply 
than the before-tax figures were elimination of the excess- 
profits tax and reduction of the corporation income tax 
from 40 to 38 per cent. at the end of 1945, the department 
said. 

Reasons it gave for the rise in profits on both bases in 
1946 as compared with 1945 included: 

1. Rapid expansion in production of civilian goods fol- 
lowing reductions of military orders that had pushed profits 
down throughout the second half of 1945. 

2. The “substantial price rise” that occurred in 1946, 
which lifted the dollar volume of corporate sales $1,000,- 
000,000 over the previous year. 


—PAUL HAASE 
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resources to finding out what will work 
and what will not work. Then it has a 
responsibility to the public to report the 
findings. 

Nor is this all. The desire for security 
and economic stability is a legitimate 
goal. No one can object to the interest 
of American workmen in 52 regular pay 
checks per year, and year after year. 
Company-by-company employment reg- 
ularization techniques may bring much 
security to the workers, within the 
framework of a genuinely free society, 
and this may avoid much short-run un- 
employment. But our greatest task is 
the avoidance of periodic mass unem- 
ployment. To prevent this, the indi- 
vidual enterprise can take several cru- 
cial steps. 
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It can avoid speculation in inven- 
tories, an important factor in making 
for subsequent contraction. It can avoid 
the expansion of short-term credit for 
what should be long-term financing. 
This is one important phase of mone- 


tary stabilization for which business. 


firms themselves can assume a consider- 
able measure of direct responsibility. 
Furthermore, the manufacturer and the 
distributor, as an aid to prevent depres- 
sion, should be ever alert to adapt pro- 
duction and distribution to changing 
tastes and demand—including the type, 
quality and prices of products. 

In order to be successful, these steps 
must be supported by moderate policies 
of organized labor and contra-cyclical 
policies of government. War, as an up- 
setting factor, must be eliminated. 

We think we know what must be 
done to achieve reasonable security, but 
have we the wit to do what is required ? 


Life Insurance Funds Advocated 
as Venture Capital Source 


The desirability of life insurance com- 
panies’ providing large-scale funds for 
venture capital is stressed by Mr. Stahrl 
Edmunds, Economic Analyst, Northwest- 
ern Life Insurance Company, in an arti- 
cle on ‘Outlets for Life Insurance In- 
vestment’’ in the Summer Number of the 
Harvard Business Review. 

“Any financial or investment institu- 
tion must ask itself whether it is provid- 
ing the kind of capital needed for an ex- 
panding economy. This is a particularly 
pertinent question because savings in the 
United States have become substantially 
less personal and more institutional. The 
institutions which accumulate savings, 
therefore, play a contributory part in fur- 
thering economic progress, or impeding 
it. The life insurance business is one of 
these institutions—indeed, the largest in 
terms of savings accumulation. What has 
it invested in? What can it invest in? 
What should it invest in?” 

The sums involved are vast. ““With the 
$3.5 billion per year which the life insur- 
ance companies are now accumulating an- 
nually, it would be possible to build three 
Tennessee Valley Authorities a year. Or, 
with that sum, it would be possible to de- 
velop the entire Columbia River basin or 
the entire Colorado River basin. An in- 
vestment of $3.5 billion would build an 
automobile industry the size of General 
Motors and the Ford Motor Company 
company combined. ... . 

“Even more significant is the rate of 
growth in life insurance assets which seek 
investment. The annual increase of in- 
vestable funds in the hands of life insur- 
ance companies has more than doubled 
within a ten-year period. This rate of 
growth, according to actuaries and experi- 


ence, is fairly constant during prosperous 
years; and the rate of growth moderates 
only slightly in years of depression. It 
seems probable, therefore, that, though 
life insurance companies are now strug- 
gling to invest profitably about $3.5 bil- 
lion of new assets each year, ten years 
from now the annual figure will be about 
$6.5 billion... .. With the new funds 
added during one year, we could build a 
great transcontinental railroad system the 
size of the Pennsylvania Railroad and 
the Union Pacific combined—and have 
enough left over to buy the physical prop- 
erties of the United States Steel Corpo- 
ration.” 

After covering the major types of out- 
lets for new investment that suggest 
themselves on the basis of tradition and 
past experience, the author concludes: 
“It is fairly generous indeed to say that 
life insurance companies might thus ob- 
tain $2.8 billion in new investments each 
year from their customary private out- 
lets. Even so, the life insurance companies 
will probably find that they have any- 
where from $700 million per year in the 
early part of the next decade to perhaps 
$3.7 billion per year at the end of the 
decade which does not find productive 
investment outlet.” 


New ENTERPRISE INVESTMENT 


To meet this seeming impasse, Mr. 
Edmunds suggests investment in new en- 
terprises. He underlines the fact that “‘al- 
together, life insurance funds have shown 
a truly remarkable fluidity in contribut- 
ing to the country’s developmental needs 
——with one exception. The life insurance 
companies have not assisted directly and 


substantially in the development of com. 
mercial and industrial enterprise. . . _ . 

“It is to be noted,” Mr. Edmunds cop. 
tinues, ‘that intensive industrialization 
and economic expansion are, perforce, in. 
vestment opportunities as well. But it js 
important to note, also, that the coming 
investment opportunities differ from for. 
mer investment outlets in that they are 
less tried and proved... . . Heretofore, 
economic expansion has been character. 
ized by a large element of making more 
of the same kinds of things consumers 
have traditionally been buying; future 
economic expansion must increasingly 
take the form of producing new things 
and developing untried resources. 

“The use of life insurance funds for 
the promotion of new enterprises is a pos- 
sibility which has never been fully con- 
sidered by the business or the public, 
probably because on the face of it the dif. 
culties are too formidable. For one thing, 
the laws of the states do not permit life 
insurance companies to utilize their funds 
as venture capital. Another difficulty is 
that promoting any new enterprise is a 
risky business, and the possibility of loss 
in such ventures is not consistent with 
policyholder contracts which call for fixed 
premiums and a fixed benefit. 

“A capital loss suffered by a new busi- 
ness venture would impair the ability of 
a life insurance company to pay its claims, 
and the loss could not be recouped under 
existing contracts by charging higher pre- 
miums for a period. Again, the personnel 
of life insurance companies is not ex- 
perienced in promotional ventures, and 
in this field experience is the essence of 
success. Lastly, the big business combina- 
tions which result from integrating a 
large financial institution like life insur- 
ance with operating business enterprises 
might well raise questions about the ap- 
plication of the antitrust laws. 

“These difficulties in the promotion of 
new business enterprises by life insurance 
companies can, undoubtedly, be over- 
come. But the question is not ‘can’ but 
‘should’ they be overcome. ... . The 
objective to be sought, of course, is the 
maintenance of life insurance as an in- 
vestment institution which will provide 
in the future, as in the past, the kind of 
capital that America needs in order to have 
an expanding economy. The kind of cap- 
ital which the United States needs for its 
intensive industrialization is mainly ven- 
ture capital on a large scale. It will take 
large-scale investment, such as only the 
government, financial institutions, of 
large corporations can afford, to develop 
scientifically such things as inventions, 
river and forest resources, housing fe- 
settlement, and eventually foreign te 
sources. Such an objective, though tenta- 
tive, is vast; and moderate, gradual means 
to accomplish this vast end will be suc- 
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The order’s in. And, with swift 
strokes, the waitress records an entire 
transaction. 

In your own business, you can bring 
a similar “one-writing” simplicity to 
any accounting task by means of the 
almost unbelievably simple Compt- 
ometer Peg-Board Plan. 
One writing —for any task — and 
only one! 
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Two on a raft! 








Yes, this money-saving plan makes 
original postings yield final results! 
Gone forever is the costly routine of 
elaborate bookkeeping; gone the hide- 
and-seek of ceaseless filing and posting. 

Extremely flexible, the Comptom- 
eter Peg-Board Plan instantly gives any 
combined statement for any operation 
— purchasing, inventory control, pay- 
roll, sales analysis, production, etc. 
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To learn the complete money-saving 
details, call your nearest Comptometer 
representative. The Comptometer is 
made only by Felt & Tarrant Manu- 
facturing Co., 1734 N. Paulina St., 
Chicago 22, Ill. 


COM PTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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Plan Institute’s 16th Annual Meeting 





Controllers and Financial Officers of Corporations: 


Plans for the program of the general and special sessions of 
the 16th Annual Meeting of the Controllers Institute of America 
are now well advanced. Detailed announcement will be made 


shortly. 


Now is the time to plan your attendance at this national 
gathering of corporate controllers and financial officers—in C hi- 
cago, October 19-22, 1947 at the Drake Hotel. 


THEMES OF GENERAL AND SPECIAL SESSIONS 
“Telling the Story of Business” 
“Current Controllership Considerations” 
“Conservation of Warking Capital” 
“Labor and Personnel Problems” 
“The Future of Private Enterprise” 
“Taxes: Today and Tomorrow” 


“The State of the Economy” 
PLUS: 


Industry Conferences—Tuesday Afternoon—October 21 
The Annual Banquet—Tuesday Evening—October 21 
Luncheons Sessions—Monday, Tuesday, Wednesday 


Mark your calendar NOW for the 


16th Annual National Meeting 


CONTROLLERS INSTITUTE OF AMERICA 
Sponsored by the Chicago Control, at the Drake Hotel, in Chicago 


OCTOBER 19-22, 1947 
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Some of the Men Who 
Are Making Plans for 
16th Annual Meeting 





T. W. Bryant G. B. Whitfield R. A. Pascoe 
General Chairman Vice Chairman Program 
Underwood 





T. P. Carley J. F. Brandt G. B. Rockafellow C. E. Ronning J. D. Andersen 
Executive Executive Arrangements Program Program 


Feala 





Mathew Keck T. H. Gillespie R. D. Campbell R. D. Burnet J. W. D. Wright 
Executive Executive Finance Program Program 
Moffett Moffett Kaufmann & Fabry 













& 


N. L. McCully C. Z. Meyer J. B. Lanterman A. D. Grote F. P. Slivon 


Executive Executive Inter-Control Program Program 
Sechaysen 





W. D. Edwards W. H. Eckhardt W. H. Hallerberg V. R. Morton Glenn Moore 
Publicity Registration Entertainment Housing Speakers Reception 















“Practical Controllership" 


A NEW BOOK BY DAVID R. ANDERSON 


Reviewed by FRANK F. CARR, Controller, Mallinckrodt Chemical Works, St. Louts, 
First President, Controllers Institute of America 


| Note: This book is due to make its ap- 
pearance by the time this review appears 
in print. We have had an opportunity to 
appraise it from advance proofs. It was 
published by Richard D. Irwin, Inc., 332 
South Michigan Avenue, Chicago 4. It is 
priced at $6.00.] 


What is a controller? What is his con- 
tribution to business management ? How 
does he operate ? What tools does he use ? 
These are the questions that are answered 
in ‘Practical Controllership.’’ The author, 
David R. Anderson, is a practical control- 
ler and the book is the result of his own 
knowledge and experience. It carries an 
air of authority that is both convincing 
and interesting. A controller reading this 
book will feel right at home because he 
will recognize his own daily problems and 
will find valuable bases for reviewing the 
effectiveness of his own operations. A 
book as comprehensive as this one points 
the way to greater opportunities and 
opens new vistas for the controller who 
may be doing less than a complete job. 
The junior accountant who aspires to be- 
come a controller should find in it an in- 
spiration and a guide to his goal. The top 
business executive will find in it the 
answer to his question of what his con- 
troller can and should do for him. Univer- 
sities and Colleges of Business Adminis- 
tration should find it a valuable addition 
to their classroom texts and reference li- 
braries. 

The book is written from the executive 
viewpoint. It contains no details of tech- 
niques or procedures but there is liberal 
comment upon the problems involved in 
establishing techniques and in the use of 
their results. It does not go into the de- 
tails for setting up a standard cost system, 
but it does explain the policies and princi- 
ples which must be considered in setting 
cost standards. It does not tell how to pre- 
pare a balance sheet, but it does describe 
the use of a balance sheet in financial 
planning and management control. The 
emphasis throughout the book is on poli- 
cies and principles, rather than on detailed 
procedures. 

In the preface, Mr. Anderson states: 


“There is general agreement among con- 
trollers and among those interested in educa- 
tion for business management that a real 
need exists for a book on controllership. 
There is an extensive literature dealing with 
all phases of accounting, budgeting, and 
other techniques which are the tools of con- 





trollership, but there is relatively. little or- 
ganized material on controllership itself as 
an integrated business function.. Perhaps it is 
natural that this should be so, for controller- 
ship is only now coming of age; whereas 
twenty years ago, or even fifteen or ten years 
ago, it would have been necessary to write 
about what controllership should be, or was 
beginning to be, today it is possible to write 
with somewhat more assurance about what it 
actually is. 

“In spite of the unanimity of opinion as to 
the need for a book on controllership, the 
author has found some disagreement among 
those interested as to just what should be in- 
cluded in such a book. This is not surprising, 
considerating the broad area covered by the 
controller’s activities and the exhaustive 
treatment which the technical aspects of his 
function have already received from many 
capable writers. It has seemed to the author, 
however, that to be most useful a book on 
this subject should be as inclusive as possible 
without unnecessary duplication of existing 
technical material. In this book, therefore, 
an attempt is made to present a well rounded 
picture of the controller in action—his place 
in the business organization, what he is ex- 
pected to accomplish, what tools are available 
to him and how he goes about using those 
tools to achieve his ends.”’ 


This then, is the fundamental purpose 
of the book. A reading of the text is all 
the evidence that is needed to demonstrate 
how well the author has fulfilled his pur- 
pose. Mr. Anderson gives as one of his 
principal aims the desire “‘to try to convey 
some idea of the mental attitude and ap- 
proach which are essential to really practi- 
cal controllership.”” The success with 
which he accomplishes this is one of the 
truly outstanding features of the book. 

From the first chapter, in which the 
controller's responsibility is defined, to 
the closing chapter, which forecasts the 
future of controllership, the text follows 
a logical line of development. The subject 
matter can be broadly divided into three 
sections. The first section deals with 
“Functions and Organization.” It begins 
with a discussion of the functions of the 
controller. In attempting a brief definition 
of the controller's functions, the author 
says that 


“controllership, in spite of its many ramifica- 
tions, is basically the record-keeping and re- 
porting function. It can be defined, very 
badly, as the function embracing the record- 
ing and utilization of all the pertinent facts 
about a business for the purpose of (1). pro- 
tecting the assets of the business, (2) com- 
plying with legal record-keeping and report- 
ing requirements, and (3) communicating to 
the management information which will as- 
sist in the planning and control of opera- 
tions. That is a reasonably accurate defini- 
tion, as such definitions go, but it falls far 
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short of conveying the idea these discussions 
have attempted to develop—the idea of con- 
trollership as a vital constructive factor in 
business management.” 


This theme of controllership, as a con- 
structive factor, is covered in a refreshing 
and dynamic manner throughout the book. 

Having established the basic functions 
of the controller's job, the author pro- 
ceeds to discuss the property control, the 
legal, and the management functions. 
Property control is discussed in connection 
with cash, receivables, and inventories, 
and includes consideration of the internal 
and external auditing functions relating to 
each. Under the legal functions, emphasis 
is placed on the need for the controller to 
understand the legal requirements of tax 
accounting and reporting under the vari- 
ous governmental controls, together with 
a knowledge of company operations to en- 
able him to make the proper legal applica- 
tions to his own activities. In this connec- 
tion, it is pointed out that intimate fa- 
miliarity with internal operations enables 
the controller to fill a place that cannot be 
fully taken by any outside legal or ac- 
counting consultants. Under the manage- 
ment function, a discussion of the eco- 
nomic position of management in the 
business scheme and the controller’s con- 
tribution to it is outlined. It is emphasized 
that the position of controller is one of 
advising and consulting, not one of final 
determination of executive action. The use 
of such tools of management as budgets 
and standards is briefly covered in a way 
that is introductory to more complete dis- 
cussion in later chapters. 

In describing the organization of the 
controller's functions, the Armstrong 
Cork Company is used as a specific illus- 
tration. Various alternatives are shown, 
with the advantages or disadvantages of 
each. The relative merits are pointed out 
of centralization and decentralization in 
companies having scattered operations. 
The controller’s personnel problem is 
treated as one of the important features of 
his job. 


CONTROLLERSHIP TECHNIQUES 


The second section of the book is 4 
comprehensive discussion of the tech- 
niques with which the controller works. 
All through this section, the emphasis 1s 
on policies and principles, on major ques- 
tions that must be answered, on the advan- 
tages and disadvantages of various alter- 




















natives. The author avoids technical 
details. These, he says, have been covered 
in discussion at technical meetings and in 
technical books and journals. His view- 
point is that of the executive who must 
decide what is needed, what results should 
be obtained, what broad program should 
be approved ; not the viewpoint of the 
person who must work out the detailed 
rocedure. 

The accounting plan is the point of de- 
parture for this section. The classification 
of accounts receives the importance it de- 
serves, but again on the basis of principles 
involved and matters to be considered in 
developing the accounting plan rather 
than on any detailed plan itself. 

The budget is treated as an operating 
plan, as a management tool which should 
be taken seriously, and actually used in 
the day to day operation of a business. 
Budget problems and budget organization 
are reviewed and the values of the budget 
are pointed out along with the warnings 
and the cautions that must be observed in 
the use of this instrument; its limitations 
as well as its advantages. 

Three chapters are devoted to manufac- 
turing costs. In order to make the discus- 
sion concrete and practical, a specific in- 
dustry, cotton textile, has been chosen. 
Cost problems are first studied for a small 
concern with a single product line to show 
those problems in their simplest form, and 
then step by step the increasing complex- 
ity of the problem is reviewed as the prod- 
uct line becomes more extensive and var- 
ied. Even though the details are limited 
to a single industry, this method furnishes 
a gtaphic illustration of the line of reason- 
ing to be followed in setting up a cost 
plan and the fundamental problems that 
require decision. The relative merits of ac- 
tual and standard costs are given consid- 
eration. The limitations of cost figures are 
not forgotten nor the fact that different 
costs may be useful and necessary for dif- 
ferent purposes. 

Marketing and administrative costs, 
which are the subject of the last two chap- 
ters in this section on techniques, are 
admitted to present difficult problems be- 
cause cost has a connotation of exactness 
that it is not possible to attain. A basic ex- 
pense classification by responsibility is the 
best foundation for developing informa- 
tion in this field, but the cost concept re- 
quires the solution to such problems as the 
establishment of units of measure for fac- 
tors that are indefinite or which cannot be 
measured. The possibility is discussed of 
using special studies for particular situa- 
tions rather than attempting to record cur- 
rently all types of information that might 
conceivably be useful at some time. It is 
pointed out that marketing and adminis- 
trative costs are a neglected field in which 
very limited progress has been made as 
compared to manufacturing costs. It is a 
field in which judgment is particularly 
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necessary in the interpretation of data. 
These chapters focus attention on the very 
real problems involved and furnish much 
food for thought as to their application to 
any individual case. 


THE Po.icy LEVEL 


The final section of the book takes the 
controller into the upper levels of his re- 
sponsibility where he can make his most 
important contribution. It deals with in- 
terpretation, co-ordination and_ policy. 
Here, as the author says, ‘the controller 
ceases to be purely a technician; he be- 
comes a reporter, adviser and counselor, 
and because of his specialized skills, he 
has the opportunity to contribute to the di- 
rection of business at all executive levels, 
from foreman to top management.” 

Statements and reports for manage- 
ment comprise the final chapters in this 
final section. Distinction is drawn be- 
tween control reports and information re- 
ports and emphasis is placed on their 
analysis and interpretation. Sales analysis 
reports, and manufacturing control and 
information reports, are discussed in some 
detail. Trend reports, analytical reports, 
individual and joint activity reports, and 
financial reports all get their just share of 
attention. Of special interest is the discus- 
sion of balance necessary in the informa- 
tion report structure, that is, what is too 
little and what is too much information; 
also, the necessity for periodical review of 
all reports to weed out unnecessary or ob- 
solete reports, or to determine the need 
for additional information. The problem 
of communication to management is given 
consideration, and the point made that it 
is not enough to prepare a report and de- 
liver it but that the controller's responsi- 
bility extends to making sure that the re- 
cipient of the report really knows what is 
in it and understands its significance. 

Profit planning is next given attention 
with emphasis on the analysis of variable 
and fixed cost elements of business, and 
the use of the break even technique in con- 
sidering profit problems. 

Inventory control is considered from 
the standpoint of operating control and 
accounting control. The objectives of in- 
ventory control are discussed, as well as 
the techniques involved and the inter-re- 
lationships of the various responsibilities. 
The handling of obsolete stocks comes in 
for special comment. 

In referring to inventory valuation, the 
point is brought out that there is a general 
conception that balance sheet values are 
absolute. The author shows the limitations 
of this idea when applied to inventory be- 
cause of such factors as the ups and downs 
of the price cycle. Various methods of in- 
ventory valuations are discussed, including 
the more recent developments of the res- 
ervoir principle and the growing popular- 
ity of ‘Lifo.” The importance of the ef- 
fect on management psychology of the 
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price swings and shifts in inventory values 
is discussed as well as the effect of inven- 
tory valuation on reported profits. The 
suggestion is made that perhaps inventory 
should be considered to be a deferred 
charge to operations rather than a definite 
value and thus, at least psychologically, 
remove some of the problems that are in- 
volved in the interpretation of inventory 
figures. 

Control of plant expenditures is dis- 
cussed from the standpoint of accounting 
implications and the engineering ap- 
proach. In forecasting expenditures, it is 
pointed out that it may be necessary to 
abandon past experience and established 
burden rates when estimating the operat- 
ing results to be expected from plant ex- 
pansion programs. The consideration of 
various alternatives and the appraisal of 
intangible factors are shown to be impor- 
tant. The control of actual expenditures, 
the decisions, sometimes of a hair line na- 
ture, as between capital and maintenance, 
and the necessity for a post check on esti- 
mated savings and profits all receive their 
just attention. An appendix to the chapter 
presents a typical set of policy and proce- 
dure instructions. 

Depreciation policy is discussed from 
its many angles, including methods of de- 
preciation, the dangers of over or under- 
statement, the desirability of rates that are 
rational and reasonable, and the effect of 
obsolescence. It is brought out that depre- 
ciation in cost may be different from the 
depreciation in the accounts due to such 
factors as an idle plant and fully depre- 
ciated assets and that differences may also 
properly exist between tax and book de- 
preciation. The concept of depreciation as 
an allocation of cost over a period of 
years, rather than as a recording of wast- 
ing physical values, presents an interesting 
possibility. 

Financial policy is shown to involve an 
answer to the question of where the 
money is coming a and what it is to be 
used for. Sources from within and with- 
out the business are discussed, with the 
advantages and limitation of each. The 
problems of long term financing are dis- 
cussed as well as the problems of bal- 
ancing available funds against the de- 
mands for funds. 


LOOKING AHEAD 


A chapter on looking ahead in control- 
lership very appropriately closes the book. 
It discusses the changing trends in the eco- 
nomic picture and the new developments 
and new problems in business administra- 
tion, along with the expanding opportuni- 
ties for constructive contributions on the 
part of the controller. 

To understand and appreciate this book, 
it must be read in its entirety. The content 
is important but of even greater signifi- 
cance are the spirit and tone of the vol- 
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ume which, through the association of 
ideas, create a philosophy of controller. 
ship, as well as giving a well rounded, 
broadly conceived picture of the control- 
ler's job. The emphasis on viewpoint and 
approach is noteworthy. The literary style 
is good; the book is interesting to read, 
and the development of the text is logical 
and easy to follow. 

Since the subject matter is treated pri- 
marily from the standpoint of manufac- 
turing industries, a more appropriate title 
might be “Practical Controllership for 
Manufacturing,” rather than ‘‘Practical 
Controllership” alone, which connotes a 
broader field of interest. But if one con- 
siders the information on manufacturing 
as illustrative only, and if one substitutes 
in his thinking the techniques and prob- 
lems peculiar to his own field, and trans- 
lates them into terms of the basic princi- 
ples described, he will find this volume 
most helpful. In reviewing the book it 
seems only reasonable to make this quali- 
fication, as the whole second section is 
confined to manufacturing practices, and 
even in the more general discussion of 


policies and principles, all the illustrative 
+f =-FRIDEN material is drawn from the manufacturing 
field. Limiting the field of controllership 
in this manner does not take anything 


away from the stimulating philosophy of 

For faster figure work every office needs a FRIDEN. This fully _<ntrollership, which should be of general 

interest. David Anderson has made a very 

constructive contribution to the literature 

; on controllership. The Controllers Insti- 

automatic Calculator assures accurate answers to every type of tute of America should find satisfaction in 

the fact that one of its prominent mem- 

bers has rendered such a service to his 
chosen profession. 





accounting problem. When you purchase a FRIDEN for your 
SEC Amends Form 10 Instruction Book 


; : : . The Securities and Exchange Commis- | 

office you make possible sound economies of time and operations ion has amended the Instruction Book 
for Form 10 for Corporations. Form 10 

is the general form prescribed for use by 


extending to every phase of your figuring problems. A demon- corporations in filing applications for teg- 
istration of securities on a national secuti- 


ties exchange. The amendment deletes i 

. : from the instruction book certain tempo- é 
stration on your own work proves these facts. Telephone or write rary instructions, which are now obsolete, 

as to what financial statements are fe- ; 

quired to be filed with an application. The 

your local Friden Representative and get the answers. amendment also deletes the instructions 
contained in the instruction book as to the 


form and content of financial statements 

‘ 5 . . and schedules, since the form and content 
Friden Mechanical and Instructional Service is available in approximately 250 of financial statements and schedules re- 
quired to be filed with an application on 
Form 10 are now governed by the provi- 
sions contained in Regulation S-X, the 
Commission’s general accounting regula- 


FRIDEN CALCULATING MACHINE CO.,INC.  “ | 
New Reynolds Plant Announced ; 


Construction of a new plant at Celina, Ohio, 
by The Reynolds & Reynolds Company, of 


Company Controlled Sales Agencies throughout the United States and Canada. 





Dayton, has been announced. This will sup- ‘ 
plement the company’s plant at Dayton and : 
its factory at Los Angeles. The company maf- 

ufactures and distributes business forms and ( 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIF., U. S. A.e SALES AND SERVICE THROUGHOUT THE WORLD systems, checks, stationery and allied products. 
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DO YOU INVITE YOUR EMPLOYEES TO STEAL? 


This cartoon is not as funny as you think. For every year 
half a billion dollars is stolen from American business by 
employees. 

Insurance files show case after case of otherwise “‘honest”’ 
employees who were tempted to “borrow” when ineffective 
controls presented the opportunity — and actually took 
thousands of dollars before being caught. 

Yet there is a way for business to cut down this year’s 
“inside theft” losses — and to keep employees safe from 
the temptation to steal. 

Under the special plan developed by Liberty Mutual for 
buyers of Fidelity and Crime coverages, an Accounting 
Survey will help you plug up loopholes and prevent losses. 
Without disrupting your present accounting procedures, an 
expert in this field will show you how to keep your employees 
safe from the temptation to steal. He will work to keep you 
safe by augmenting the protection provided by your own 
auditors and public accountants. This plan has helped to 
reduce losses and insurance costs for leading businesses from 
coast to coast. 


As a responsible businessman, you’ll be interested in 
Liberty Mutual’s booklet, ‘“Loopholes and Losses.”” How- 
ever, since we cannot afford to have it fall into improper 
hands, it must be personally delivered to you. Just telephone 
or write for your copy today. 
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LIBERTY MUTUAL 


INSURANCE COMPANY 


HOME OFFICE: BOSTON 


Smoothing the flow of merchandising 
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* We work to keep you safe * 
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100 “Oscar”-Winning Annual Reports of 
U. S. Corporations Will Be Exhibited at 
Institute’s Annual Meeting, Oct. 20 


Progress in modernizing corporation 
afinual reports continued at an accelerated 
pace this year, as indicated by the annual 
survey of 1946 financial statements com- 
pleted by Weston Smith, business editor 
of Financial World. Mr. Smith will ex- 
hibit the 100 “Best of Industry’’ reports 
at the 16th Annual Meeting of the Con- 
trollers Institute of America, in Chicago, 
October 19-22, 1947. 

More than 3,500 colorful yearbooks 
and plainly printed booklets, pamphlets 
and folders, each designated as an annual 
report for 1946, were submitted in the 
largest contest ever conducted by the pub- 
lication. Of the 1,750 reports considered 
in the initial judging in three classifica- 
tions: 758 reports, or 43 per cent., were 
rated as “modern” and will receive 
“Highest Merit Award’ citations, while 
526 or 30 per cent. were classified as “im- 
proved” and will be awarded “Honorable 
Mention”’ certificates. Those in the ‘“‘un- 
changed”’ category totalled 466 reports or 
27 per cent. 

For the first time this fall an ‘Oscar of 
Industry” trophy will also be presented 
for the best motion picture film on annual 
reports. On the basis of the entries sub- 
mitted, it was announced, it already is cer- 
tain that General Mills, Inc., will win the 
first trophy in this category for its “Op- 


eration °46,” a Technicolor short. This 
film will also be ‘‘screened”’ at The Insti- 
tute’s Annual Meeting. 

This year’s survey, the seventh in the 
series of annual competitions, is featured 
by the largest number of corporations, 
which have forsaken their stereotyped for- 
mats of many years repetition, and within 
the past year changed to informative and 
attractive brochures. 

The 758 annual reports rated as “mod- 
ern,” have been turned over to the inde- 
pendent board of judges for their selec- 
tions of the ‘Best of Industry” awards in 
100 industrial classifications. Dr. Lewis 
Haney, professor of economics at New 
York University, will again be chairman, 
and assisted by Glenn Griswold, editor 
and publisher of ‘Public Relations 
News,” Sylvia F. Porter, financial editor 
of the New York Post; Lester Tichy, in- 
dustrial designer and licensed architect; 
and Elmer Walzer, financial editor of the 
United Press Associations. 

The findings of the board of judges 
will be announced in early October with 
the awards of the bronze “Oscars of In- 
dustry” made at the Financial World An- 
nual Awards Banquet in the Grand Ball- 
room of the Hotel Pennsylvania in New 
York on Friday, October 10, 1947. At the 
same affair four silver “‘oscars’’ will be 
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presented for the best annual reports of 
(1) All Manufacturing, (2) All Trans. 
portation, (3) All Public Utilities, and 
(4) All Financial, including banks, insur. 
ance companies and other financial institu. 
tions—from these will be selected the an- 
nual report judged as the ‘Best of All 
Industry” which will be awarded the 
golden trophy. 

Last year the Chesapeake & Ohio Rail- 
way won the gold award, while Caterpil- 
lar Tractor Co. and Brown & Bigelow 
were the top winners in 1945 and 1944, 
respectively. 

In addition there will be bronze and sil- 
ver “oscars” for the best annual report 
cover designs of the year in four classifica- 
tions (2-color, 3-color, 4-color and photo- 
graphic), plus awards for the best annual 
report advertisements in three fields of ac- 
tivity: industrial, transportation and pub- 
lic utilities. 


No Vacation from Labor 
Problems Foreseen 
Under New Law 


Employers get no vacation from labor 
relations responsibilities under the na- 
tion’s new labor law, it was emphasized 
when The Bureau of National Affairs, 
Inc., Washington, D. C., released a 300- 
page analytical report on the new statute 
and its meaning. Indeed, employers may 
now be penalized for certain actions 
which, for years past, have had the bless- 
ing of the administration and the courts 
—refusing to hire non-union workers, 
for example, or contributing to a union- 
administered health and welfare fund— 
the Bureau declared. 

The 12-year-old Wagner Act listed five 
“unfair labor practices” for employers; 
the new law retains every one of these. 
On top of them it enacts a series of “un- 
fair’ union practices, of which the em- 
ployer is expected to be a chief police- 
man. These include “coercion” of em- 
ployees, jurisdictional and organizational 
strikes, boycotts, and refusal to bargain. 

Apart from the question of foremen’s 
unions, which lose legal protection under 
the new law, the long line of precedents 
built up over a decade by the National 
Labor Relations Board remain almost in- 
tact, the BNA report points out. With te 
gard to union curbs, the report indicates, 
a large amount of discretion is vested in 
the NLRB, and just how “tough” the 
new law will be depends on the way in 
which the Board decides cases coming 
before it in the next few years. 

The BNA report analyzes the new law, 
section-by-section; reproduces text of the 
statute and its legislative history; and 
previews the impact of the legislation on 
such subjects as strikes, picketing, closed 
shops, employee elections, government 
powers, collective bargaining and atbi- 
tration. 











The Controller, August, 1947 415 


ts of 

“rans- In a single operation, and in clear, printed figures, these National 
Payroll Machines prepare checks showing the gross pay, the 

and specific deductions, and the net pay; also, payroll summary and 

insur- employees’ earning record. Labor cost analyses can also be made. 
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. with their National Payroll Machines in preparing 
their payrolls for some 5,000 employees. 
This world-famous pharmaceutical house reports: 

“Our operators have attained a posting speed 
that averages 120 per hour, which is rather excep- 
tional for the posting of payroll, considering 
the number of calculations involved in payrolls, 
today. 

‘The flexibility of the machines allows us 
to supply our employees with pertinent data 
that most individuals are vitally interested in... 
the posting of an employee’s earnings to date, 
his withholding tax to date, and his F.I.C. 
to date... This allows the employee to know 
his exact status with the Government each week 
upon receipt of his pay. 

“Our operators say that they like the con- 
venience of the keys and the ease of working 
the National Payroll Machine. No standing up 
to replace each individual record, nor un- 
necessary reaching or stretching.” 

Your local National representative will 
demonstrate. Or write to The National Cash 
Register Company, Dayton 9, Ohio. Offices in 
principal cities. 





The National Cash Register Company 
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QOpicinaeCouner 


“THE MACHINE TO COUNT ON” 





THIS 
dependable 
calculator 


. cuts calculating and accounting 
costs for thousands of users all over 
the world—in the office, at home, in 
the laboratory and in the field. 


Faster and lower priced than any 
comparable unit. Unexcelled for sturdy 
construction, 


Price: $140.00 and up 


Now available 


SEND FOR BULLETIN LP-83 


IVAN SORVALL 


210 Fifth Ave., New York 10, N. Y. 
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Accounting Concepts and Taxation 


Discussing requirements of a sound 
tax program in the July, 1947, issue of 
“The Accounting Review,’ Carman O. 
Blough, director of research of the 
American Institute of Accountants, 
points out that “by law and by precedent 
the taxation of income cannot avoid a 
dependence upon accounting—upon ac- 
counting concepts and procedures. From 
a business view, it is unfortunate that so 
many of the legislators and judges were 
not, and are not, more thoroughly ac- 
quainted with commercial practice and 
with the accepted accounting procedures 
for recording business transactions and 
events. Business generally recognizes the 
need for, and the importance of, a sound 
tax program. But to avoid an unwar- 
ranted burden upon the taxpayer, both 
from the standpoint of the tax to be as- 
sessed and the cost of maintaining use- 
ful tax and accounting records, that 
program should permit a common under- 
standing of its concepts and those con- 
cepts should reflect the principles and 
procedures used by the economic com- 
munity to which the program is to apply. 
Corporate investors and the public gen- 
erally are confused by the anomalous 
situation of a corporation reporting sub- 
stantial net income to its investors but 
being subject to no income tax, or re- 





Cost’s Run 


INSURANCE 


plans now available. 


tively. 


High! 


ON WORKMANS COMPENSATION 


unless you take advantage of the several ‘‘Cost-plus”’ 


In the cases of three of our clients in different lines 
of industry, savings ran 18%, 32% and 13% respec- 


Jamison Surveys and Audits also point the way to 
improvements in coverage on practically all forms of 
insurance carried by ‘ndustry. 


HERBERT L. JAMISON & CO. 


ONE ELEVEN FULTON STREET 


INSURANCE SURVEYS AND AUDITS 


NEW YORK 











porting a net loss while at the same time 
being required to pay a substantial in- 
come tax. Time was when the keeping 
of two sets of books was viewed with 
alarm as a breach of business morality, 
but the ever increasing divergence be. 
tween tax accounting, as required by our 
income-tax laws, and generally accepted 
accounting principles, as required for the 
presentation of financial data to invest. 
ors and creditors, has made multiple rec. 
ords a necessity. The economic waste in- 
herent in such procedures is, in itself, 
justification for serious study to deter- 
mine whether they are really necessary 
costs of the taxing proceess, but when, 
in addition, they lead to confusion, mis- 
understanding, and taxpayer resentment 
and resistance, they are indeed worthy of 
an exhaustive effort toward their elimi- 
nation. 

“It is to be hoped that the future will 
bring intelligent and thorough-going te- 
visions of many of the present tax laws 
which will permit a material narrowing 
of the areas of difference between tax 
and accounting concepts, will permit the 
establishment of a common and consist- 
ent basis for a tax program, and will per- 
mit variations in governmental revenues 
to be made from time to time by chang- 
ing the tax rates only. 

“These objectives warrant thoughtful 
consideration. Solutions to the social 
and economic problems of our time are 
not facilitated when the public confu- 
sion and misunderstanding of the nature 
of business operations and the purpose 
of tax rules and regulations make possi- 
ble the publicity given such charges as 
‘the government is paying to break the 
strike,’ ‘the tax law makes the public 
subsidize business to the detriment of 
labor,’ etc., etc. Part of that confusion 
is understandable. Tax laws, regulations, 
and decisions providing new concepts, 
changed procedures, and variations in 
interpretations flow out in constantly in- 
creasing volume. The income-tax pro- 
gram has been an ever-changing patch- 
work embroidered in patterns designed 
to symbolize the economic, social, or f- 
nancial philosophies of the moment. It 
is time to develop an understandable and 
a consistent tax structure realistically in- 
tegrated to modern commercial practice. 
The principles and procedures of ac- 
counting have been molded through the 
years properly to reflect the results of 
business as it is done. Only to the extent 
that they are recognized by the tax laws 
and regulations can there be hope for 
reconciliation between income taxation 
and business practice and a removal of 
the major sources of irritation and re- 
sentment by businessmen toward income 
taxes and their administration.” 
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ENE Condensed Statement of Condition, June 30, 1947 
RESOURCES 
er- 
sary Cash on Hand, in Federal Reserve Bank, and Due from Banks and Bankers. . $ 596,220,879.07 
hen, U. S. Government Obligations . . . . cae: . «  1,406,053,590.09 
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imi- Other Securities and Obligations . . . . . ... 10,536,043.20 
Credits Granted on Acceptances. . . . . . .. - 3,780,808.77 
will Accrued Interest and Accounts Receivable . . . . . 10,966,484.77 | 
z re- Real Estate Bonds and Mortgages . . . . ... . 1,405,637.19 
aws 121,775,159.81 
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8 OO Pe ae eee 200,000,000.00 
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oe Deposits . . eee 
Treasurer’s Chaks Outstanding Suncor eee ee 35,022,921.66 
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ure (. ¢ . Sa ne eee a tea Ce ge | 
Ose Acceptances . . . a ~ 2 « «oe § 31645028200 
- 9° € | 
\ssi- Less: Own Acceptances Held ‘Sex Inv sisicens cigs Ineo 6,678,433.23 
; as $  —-3,780,808.77 
the Liability as Endorser on Acceptances and Foreign Bills . 328,334.00 
blic Dividend Payable July 11,1947 . . . ... : 3,000,000.00 
of Items in Transit with Foreign Branches (and Net Difference in 
ion Balances between Various Offices Due to Different Statement Date of 
Foreign Branches) . . enue 278,650.17 
4 Accounts Payable, Reserve for Expenses, Taxes, etc. . . _24,944,924.58 32,332,717.52 
ps Total Linbilities 2 2k 1 te tw eee 
in- Securities carried at $95,316,723.33 in the above Statement are pledged to qualify for fiduciary powers, to secure 
r0- public moneys as required by law, and for other purposes. This Statement includes the resources and liabilities of 
h the English, French, and Belgian Branches as of June 26, 1947. 
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n WINTHROP M. CRANE, JR. President, CORNELIUS F. KELLEY Chairman of the CHARLES E. WILSON President. General 
0 Crane & Co., Inc., Dalton, Mass. Board, Anaconda Copper Mining Company Electric Company 
of STUART M. CROCKER President, MORRIS W. KELLOGG Chairman of the ROBERT W. WOODRUFF Chairman, 
as Columbia Gas & Electric Corporation oard, The M. W. Kellogg Company Executive Committee, The Coca-Cola Company 
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Positions Wanted 











Controller—Executive Accountant 


Executive accountant presently employed 
offers: ten years of heavy industrial and diver- 
sified experience in executive capacity, func- 
tioning as part of top management group, 
and five years of public accounting experience 
as supervising senior. Practical experience in- 
cludes executive committee, financial, and or- 
ganization planning; development of manufac- 
turing expansion, and cost reduction programs; 
developing, analyzing, and interpreting costs, 
budgets, inventory control, cost control, all 
phases of general accounting, internal audit- 
ing, systems procedures, taxes, financial, and 
cost reports. A certified public accountant. Age 
43. Salary $12,000. Address: Box 698, “The 
Controller,’ One East Forty-Second Street, 
New York 17, New York. 


Cost Accountant—Budget and Systems 


Available immediately. Practical experience 
includes organization planning, development of 








Complements 


War you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as 1s, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
NO INSURANCE SOLD 
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manufacturing systems, developing, analyzing 
and interpreting costs, budgets, cost controls, 
and plant equipment controls. Special investi- 
gations on overhead and operating expenses as 
well as the development of production engi- 
neering accumulation and liquidation. Standard 
costs a specialty. Experienced in time and mo- 
tion study. Thirty-five years of age, married and 
two children. Ohio University graduate, B.A. 
in Accounting. Location unrestricted. Address: 
Box 720, “The Controller,” One East Forty- 
Second Street, New York 17, New York. 


Controller-Treasurer 


Broadly experienced in all phases of account- 
ing, credits and collections, financial forecasts 
and budgetary control, member of executive 
committee, insurance manager, state and federal 
taxes, corporation procedure, systems, cost ac- 
counting, material control and planning, ob- 
taining of finances for manufacturing activities, 
labor laws, Securities and Exchange Commis- 
sion reports. University graduate. Age 43. De- 
sires to associate with progressive company in 
the capacity of controller, or treasurer. Address: 
Box 721, ‘The Controller,’ One East Forty- 
Second Street, New. York 17, New York. 


Financial or Executive Officer 


Experienced executive who has held the po- 
sitions of vice-president and controller and vice- 
president in charge of finance with large com- 
pany engaged in international communications 
with offices in the United States, Hawaii, Phil- 
ippines, Cuba and the West Indies is available 
immediately. Qualified to plan, install and di- 
rect the accounting and financial affairs of 
company engaged in national or international 
operations, negotiate contracts with foreign gov- 
ernmments and companies and assume major rfe- 
sponsibilities for management. Married. Age 49. 
Member of Controllers Institute. Address: Box 
722, ‘The Controller,’ One East Forty-Second 
Street, New York 17, New York. 


Comptroller 


Sixteen years’ experience assembling the kind 
of accounting reports that production and sales 
executives like to use and have used at q 
profit—fast comprehensive facts that have made 
top management's job easier. Extensive experi. 
ence in sales analysis and market research— 
studies that resulted in substantial increases 
in sales volume in a highly competitive field. 
The record includes the successful operation 
of production control, material control and 
operational cost systems in an industry where 
“it couldn’t be done.” Accustomed to heavy 
Age 37, married. Have e. 
hausted advancement opportunities with pres- 
ent connection. Willing to go where oppor. 
tunity directs. Resume available. Address: Box 
724, ‘““The Controller,’ One East Forty-Second 


responsibility. 


Street, New York 17, New York. 


Assistant Controller—Executive Accountant— 


Internal Auditor 


Certified Public Accountant (N. Y.) and 
member of Controllers Institute, 37 years old, 
with 12 years’ extensive experience in execu. 
tive and supervisory accounting seeks assign- 
ment of responsibility with progressive com- 
pany affording good opportunity for ad- 
vancement. Well versed in internal auditing 
and control, budgets, cost accounting (stand- 
ard and historical), as well as general ac. 
counting, systems, and procedures. Knowl- 
edge of federal and state taxes. Experienced 
in financial and cost analysis with excellent 
ability to prepare clear and concise reports 
for executive use. Has dealt considerably 
with men of top management calibre. Reor- 
ganized accounting and control systems. Will 
locate anywhere in the United States, but 
prefer East or Mid-West. Married. Salary 
moderate. Available immediately. Address: 
Box 727, “The Controller,” One East 42nd 


Street, New York 17, New York. 











Chicago New York 
Washington Pittsburgh 
Buffalo Cleveland 
Milwaukee Duluth 
Los Angeles Phoenix 
Vancouver Montreal 





MarsH & MCLENNAN 


INCORPORATED 


Insurance Brokers 
AND AVERAGE ADJUSTERS 


San Francisco Detroit 
Minneapolis Boston 
Columbus Indianapolis 
St. Paul St. Louis 
Seattle Portland 
Havana London 
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Then there are other things you 





The advertisement reproduced below ap 


in New York City Metropolitan News 
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peared recenil ly 
papers, 





BAN K STATEMENT is a special kind of mirror. In it 
you can see reflected the business and private life of 


your community. 


You can see people turning to the bank for backing in 
business opportunities ...for help in puanieg homes.. 
for aid when sickness comes. You = 

can see men and women bringing 
hard-earned dollars to the bank 
for safe keeping. 





can see, too. How the bank buys 
bonds and thereby helps finance 
the operations of the Federal Gov- 
ernment, the State, the City! How 
the bank pays taxes! How the 


MONE-Y...at work for you... 


bank helps make it possible for industry to produce the 
goods you want and need! How the bank joins hands 
with other banks all over the world so that people in 
different towns, different states, and different nations 
can trade with one another! 


In the statement below, you see 
reflected the story of our bank 
and our more than 1,000,000 
customers. It is a picture of 
money at work for depositors, 
borrowers, and the community 
as a whole. It is the pict ure of a 
robust, thriving service insti- 
tution ready to serve you at all 
times whether your needs be 
great or small. 


lrwty SE z 





PRESIDENT 


DIRECTORS 

















CONDENSED STATEMENT OF CONDITION nines Yok cle 


as at close of business June 30, 1947 


RESOURCES 
Cash and Due from Banks 


U. S. Government Securities . 

U. S. Government Insured F. H. A. Mortgages. 
State and Municipal Bonds . 

Stock of Federal Reserve Bank 

Other Securities. : 
Loans, Bills Purchased and Bankers’ Acc eptances 
Mortgages. . . Dade tok on en ak sade 8 
Banking Houses. : : 

Other Real Estate Equities : 

Customers’ Liability for Acce tances 

Accrued Interest and Other mance - : 


LIABILITIES 
Capital: 6.2. cece sy 6. SAR 
— ee a «66s «+. Speen 
Undivided Profits . _38,798,074.65 





Reserve for Contingencies 


Reserves for Taxes, Unearned Discount, Interest, etc... 


Dividend Payable July 1, 1947 1,237,500.00 Giskaed, tales @ 
Cateye 6,243, on . Tegtmeyer, Inc. 
Liability as Endorser on Acceptances and Foreign Bills. 166,66 JOHN T. MADDEN 
Deposits. Pe peel a cas yo 2,113,002, 603. 37 President, Emigrant Industrial 
Savings Bank 
$2,259,911,590.21 JOHN P. MAGUIRE 
President, John P. Maguire & Co., Inc. 
United States Government and other securities carried at $38,690,694.95 are pledged C. R. PALMER 


to secure U. S. Government War Loan Deposits of $10,635,413.73 and other public 
funds and trust deposits, and for other purposes as required or permitted by law. 


. $ 536,619,548.88 


EDW!N J. BEINEC KE 
Chairman, The Sperry & 
Hutchinson Co. 

EDGAR S. BLOOM 
Chairman, Atlantic, Gulf and 
West Indies Steamship Lines 

ALVIN G. BRUSH 
Chairman, American Home 
Products Corporation 

LOU R. CRANDALL 
President, George A. Fuller 


1,175,263,724.35 
3,370,433.23 
32,537,853.19 
2,475,000.00 
22,776,782.02 Company 
450,415,149.03 CHARLES A. DANA 
13.662.496.80 resident, Dana corporation 
anteater HORACE C. FLANIGAN 
10,159,053.04 Vice-Chairman of the Board 
262,100.73 JOHN M. FRANELIN tes 
S President, ited States Lines Co. 
oeraes oe PAOLINO CERLL 


President, Gerli & Co., Ine. 
$2,259,911,590.21 








HARVEY D. GIBSON 
President 

FREDERICK GRETSCH 
President, Lincoln Savings Bank 

JOHN L. JOHNSTON 
President, Lambert Company 

OSWALD L. JOHNSTON 

$ 121,298,074.65 Simpson Thacher & Bartlett 

a KENNETH F. MacLELLAN 

9,837,867.75 President, United Biscuit 

8,124,818.56 Company of America 

SAMUEL McROBERTS 





GEORGE J. PATTERSON 
President, Scranton & 
Lehigh Coal Co. 

















HAROLD C. RICHARD 
New York City 

HAROLD V. SMITH 

President, Home Insurance Co. 


ERNEST STAUFFEN 


Manufacturers Trust Company ceiise~ 


Head Office: 55 Broad Street, New York 15, N. Y. 
75 COMPLETE BANKING OFFICES IN GREATER NEW YORK 


Member Federal Deposit Insurance Corporation 


President, Curtiss-Wright 
Corporation 
HENRY C. VON ELM 
Chairman of the Board 
ALBERT N. WILLIAMS 
President, Westinghouse 
Air Brake Company 


President, Cluett Peabody & Co., Inc. 
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Reviews of Recent Publications 








Payroll Record Problems 


“THE HOW AND WHY OF PAY- 
ROLL RECORDS.” An original re- 
search project by the Frank M. Knox 
Co., Inc. Published by the Ross-Mar- 
tin Company, Tulsa, Oklahoma. 
$2.00. 

During the last decade, due to deduc- 
tions for income tax, unemployment 
insurance, union dues and many other 
items, payroll record keeping has grown 
to a problem of major importance in 
every company, large or small, in the 
country. Add to that the problems of 











TO Stes On 
TO KNOW... 


Co GUESS is expen- 
sive when it costs 
so little to know. 
American Appraisal 
Service removes 
uncertainty about 


property values 


The AMERICAN 


APPRAISAL 
Company 


Over 50 Years of Service 


OFFICES IN PRINCIPAL CITIES 



































employment and timekeeping occa- 
sioned by the Wage-Hour and Social Se- 
curity Laws and you have a large share 
of all the record-keeping problems in 
the average company. 

This book analyzes these record-keep- 
ing problems from two standpoints, 
first, the requirements of the laws and, 
second, the practices followed by busi- 
ness Organizations. 

Each of the four basic payroll and 
personnel laws are discussed and tables 
have been prepared showing the exact 
requirements of each in relation to data 
and information that must be kept on 
the company’s records. The tables not 


‘ only show what data must be kept but 


also show who must make the record, to 
whom it should go, how often it must 
be submitted and how long it must be 
kept. 

To supplement this statutory infor- 
mation the Knox Company, in conjunc- 
tion with the American Management 
Association, has made a detailed study 
of the personnel, timekeeping and pay- 
roll records of 65 typical business con- 
cerns. As a result of this study each 
basic form is discussed in detail with 
illustrations of efficient designs de- 
veloped to satisfy legal requirements 
and to conform to general practices re- 
vealed by the study. 

Government forms dealing with em- 
ployment and payroll tax returns are 
discussed and illustrated. Guidance is 
given on which personnel records 
should or must be kept by small, me- 
dium-sized and large organizations. 

Any executive or supervisor having 
responsibility for personnel or payroll 
activities will find this book an invalu- 
able source of specific information on 
what records to keep, the forms for 
keeping the records, how to design the 
forms, requirements of the federal laws 
on record-keeping, as well as consider- 
able general information. 


Tested Office Ideas 


OFFICE SHORTCUTS. Published by the 
McGraw-Hill Book Co., New York. 
$3.50. 

This manual of practical short cuts is 
compiled from tested ideas submitted by 
members of the National Office Manage- 
ment Association, under the sponsorship 
of its Work Simplification Committee. It 
covers practically every aspect of the busi- 
ness office from A to T—accounting to 
typing—and deserves the review of every 
office executive. 





Of Labor and Personnel 


A NATIONAL LABOR POLICY, By 
Harold W. Metz and Meyer Jacob. 
stein. Published by The Brookings In- 
stitution, Washington, D. C. 

With the to-do of recent months, in 
connection with the debate about the 
merits of the Labor-Management Act of 
1947, still in mind, this recent volume 
from the Brookings Institution will do 
much to provide perspective for the be- 
wildered. It covers the background of fed- 
eral intervention in labor disputes, sum- 
marizes the labor policy of the federal 
government, analyzes the political aspects 
of the labor movement, in addition to giy- 
ing detailed consideration to national 
goals and requirements and to a national 
labor policy. 


MANAGEMENT HANDBOOK FOR 
COLLECTIVE BARGAINING. By 
O. S. Hoebreckx. Published by Com- 
merce Clearing House, Inc., Chicago 1, 
Illinois. $2.00. 


A most valuable “refresher,” and par- 
ticularly valuable during negotiations be- 
cause of its “contract clause check list,” 
this volume should be at the right hand 
of every company official who negotiates 
with its unions. 


Re: Price Discrimination 


ROBINSON-PATMAN ACT SYMPO- 
SIUM. 1947 Edition. Published by 
Commerce Clearing House, Inc., Chi- 
cago 1, Illinois. $1.00. 

As a follow-up to the 1946 volume of 
the same title, this number comprises pa- 
pers and discussions delivered at a meet- 
ing of the Section on Food, Drug and Cos- 
metic Law of the New York State Bar 
Association. This informative symposium 
provides an enlightening discussion of 
the federal law against price discrimina- 
tion, which is contained in Section 2 of 
the Clayton Act, as amended by the Rob- 
inson-Patman Act. It continues and ex- 
pands the discussion conducted by this 
same Section in January, 1946. 


New York Laws 


NEW YORK LAWS AFFECTING 
BUSINESS CORPORATIONS. Pub- 
lished by the United States Corporation 
Company, New York and Albany, New 
York. $2.00. 

This annotated annual compendium 1s 
the twenty-eighth edition, covering the 
amendments of the New York State legis- 
lative session ending Mach 18, 1947. Of 
special interest is the amendment to Sec- 
tion 27 of the Stock Corporation law fe- 
lating to convertible shares, as well as the 
14 different changes in tax laws affecting 
corporations. Liberal annotations of ju- 
dicial decisions are another fine feature. 

—Reviewed by PAUL HAASE 
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AN IMPORTANT NEW BOOK TO BE PUBLISHED SEPTEMBER lst 


Practical 


Controllership 


By David R. Anderson, Controller 


CONTENTS 


FUNCTIONS AND ORGANIZATION 
I Functions of the Controller 
II The Property Control Function 
III The Legal Function 
IV The Management Function 
V Organization of the Controller's 
Functions 


BASIC TECHNIQUES 
VI The Accounting Plan 
VII The Budget 
VIII Manufacturing Costs: Objectives and 
Techniques 
IX Manufacturing Costs: Developing 
the Cost Structure—A Case Study 
X Manufacturing Costs: Cost Policy 
Problems; The Use of Cost Informa- 
tion 
XI Marketing and Administrative Costs: 
Objectives and Techniques 
XII Marketing and Administrative Costs: 
Practical Application 


INTERPRETATION, CO-ORDINATION 
AND POLICY 
XIII Statements and Reports for Manage- 
ment 
XIV Statements and Reports for Manage- 
ment: Information Reports 
XV Statements and Reports for Manage- 
ment: Financial Reports; Conclusion 
XVI Profit Planning 
XVII Inventory Control 
XVIII Inventory Valuation: The Valuation 
Problem; Conventional Methods 
X1X Inventory Valuation: Normal—Stock 
and LIFO Methods; Income Tax 
Considerations 
XX Planning and Control of Plant Ex- 
penditures 
XXI Depreciation Policy 
XXII Financial Policy: Objectives and Ele- 
ments of Financial Policy; Develop- 
ing a Policy 
XXIII Financial Policy: Implementing a Fi- 
nancial Policy; Long-term Financ- 
ing; The Role of the Controller 
XXIV Looking Ahead in Controllership 


RICHARD D. IRWIN, Inc. 
Publishers 


CHICAGO 


The Kendall Company 


This new book has been prepared for controllers and 
other business executives and for those interested in 
education for business management. 


The author has presented a well-rounded picture of 
the controller in action—his place in the business or- 
ganization, what he is expected to accomplish, what 
tools are available to him, and how he goes about using 
those tools to achieve his ends. 


The subject matter is presented under three main head- 
ings—'‘Functions and Organization,” ‘Basic Tech- 
niques,” and “Interpretation, Coordination and Pol- 
icy.” Under each of these headings a comprehensive 
discussion is presented without unnecessary duplica- 
tion of existing technical material. In the discussion of 
all of these subjects, emphasis is placed upon the im- 
portance of conforming to sound basic principles and 
at the same time adapting the procedures followed to 
the needs and capacities of the organization and the 
individuals who compose it. 


532 pages $6.00 


RICHARD D. IRWIN, INC. 

332 South Michigan Avenue, Chicago 4, Illinois 

Please send me a copy of PRACTICAL CONTROLLERSHIP by David R. 
Anderson. Price $6.00. 
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| POSITIONS WANTED | 








Controller—C.P.A. 

Now employed as controller multiple plant 
corporation, desires similar position with met- 
ropolitan New York company. Thoroughly ex- 
perienced costs, budgets, taxes, financial re- 
ports, management. Present salary $10,000. 
Address: Box 716, ‘The Controller,’ One East 
Forty-Second Street, New York 17, N. Y. 


Controller, Treasurer, or Assistant to the 
President 

A resourceful and conscientious executive, 
qualified by ability and with nineteen years of 
experience to plan, direct and execute major 
responsibilities. Thoroughly versed in account- 
ing systems and procedures, costs, budgets, 
finance, credits, taxes, consolidations, reor- 
ganizations and personnel organization. Now 
employed as treasurer and controller of a large 
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company. Institute member. College graduate. 
Address: Box 717, ‘The Controller,’ One 
East Forty-Second Street, New York 17, N. Y. 


Controller 
Twenty-five years of well-rounded experi- 
ence qualify this man for an executive posi- 
tion in the administrative field. Education and 
experience plus outstanding organizational abil- 
ity have combined to enable him to success- 
fully administer all phases of the financial 
aspects of a national organization. He seeks 
a connection with an organization in need of 
a competent executive. Address: Box 718, ‘The 
Controller,” One East Forty-Second Street, 

New York 17, New York. 


Assistant Controller—Tax Accountant 


Certified Public Accountant (New York, 
Massachusetts), fifteen years’ broad experience 
with national public accounting firms, audit- 
ing, supervisor, presently tax accountant, fed- 
eral and state taxes; married, age 43; seeks 
permanent corporate employment. Offers ex- 


OFFICE MACHINES 





“INTERNATIONAL” 


@ CALCULATORS 
TYPEWRITERS 
» ADDRESSOGRAPHS 
e EDIPHONES 
« MIMEOGRAPHS 
« COMPTOMETERS 
 DICTAPHONES 
e MULTIGRAPHS 
@ BOOKKEEPING 
e BILLING 
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INTERNATIONAL 


OFFICE APPLIANCES, Inc. 
29-31 EAST 22 STREET, NEW YORK 10, N. Y. 





perience, adaptability, initiative, cooperation, 
Minimum salary $8,400. Address: Box 725 
“The Controller,’ One East Forty-Second 
Street, New York 17, New York. 








Positions Open 








ASSISTANT 
COMPTROLLER 


Internationally known manufac- 
turer and distributor, with world 
wide operations, is seeking an As- 
sistant Comptroller, for top staff 
at the home office. Preference will 
be given to one who has had manu- 
facturing and distribution experi- 
ence in both industrial and public 
accounting, taxes, standard costs, 
internal auditing, and systems de- 
velopment. The successful candi- 
date must be a C. P. A. This is a 
rare opportunity. Salary will be 
commensurate with the individual. 
_ Replies will be held strictly confi- 
| dential. Address: Box 719, ‘The 
| Controller,” One East Forty-Sec- 
ond Street, New York 17, New 
| York. 











Cost Accountant 


Between 30 and 40 years of age, to head up 
new cost department. Must be able to survey, 
develop and install cost system without super- 
vision. Man selected must have wide expeti- 
ence in industrial cost accounting and prefer- 
ably some public experience, and must be able 
to work harmoniously with production men. 
First letter must state age, full experience, 
references, and a recent snapshot which will 
be returned. Address: Box 723, “The Control- 
ler,” One East Forty-Second Street, New York 
17, New York. 





OFFICE METHODS 
CONSULTANT 


Very large national manufactur- 
ing company is strengthening sys- 
tems division and needs senior 
man for advanced design, research 
and consulting duties. One of the 
infrequent opportunities for this 
type of connection. The applicant 
should have a very broad back- 
ground in the most modern de- 
velopments in office operations, 
including systems, equipment and 
supplies, cost control and reduc- 
tion. Age under 40 preferred. Sub- 
mit a detailed resume of qualifica- 
tions and experience, for confiden- 
tial consideration, to Box 726, 
“The Controller,” One East Forty- 
Second Street, New York 17, New 
York. 
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Speeds Engineering Change Orders! 


Flow chart tells how Mimeograph 
brand duplicator and supplies 
helped speed up Engineering 
Change Orders for leading wash- 
ing machine manufacturer. 


New postwar models . . . big consumer 
demand . .. a 70-year reputation for top- 
notch engineering to maintain. 

No wonder Easy Washing Machine 
Corp., Syracuse, New York, wanted even 
greater speed and accuracy in getting 
out its Engineering Change Orders. 

And Easy got what it wanted when 
executives picked the Mimeograph brand 





coupon today. 


The Mimeograph brand duplicator 


is made by 


A. B. Dick Company, Chicago 


MIMEOGRAPH is the trade-mark of A. B. Dick Company, 
Chicago, registered in the U. S. Patent Office. 


FREE! Complete case study 
of the Easy Washing Machine 
Change Order problem— includ- 
ing the flow chart reproduced 
| above—plus samples of finished 
i} order and the Mimeograph brand 
| die-impressed stencil that did the 
work. It's free! Clip and mail the 


duplicator and Mimeograph brand die- 
impressed stencils to help solve this prob- 
lem. Savings, too, in “real money” 
amounts. 

Increased accuracy—all orders are 
typed directly on a Mimeograph brand 
stencil. which has been previously die- 
impressed with standard form. Engi- 
neer and chief draftsman sign the 
stencil as approval. Only one proof- 
reading required, for all copies are 
identical. 

Increased efficiency—every depart- 
ment gets its own “original” copy of 
the Change Order with blueprint of 
change. Department heads sign the 
backing of the Mimeograph brand 





NAME 


die-impressed stencil as permanent 
file record of receipt of change. 

Clear-cut, rh ae eat 6 copy— 
high readability stands up even under 
adverse handling in shops. 

Low-cost duplication—savings in 
time and labor in preparing Change 
Orders are more than enough to make 
the Mimeograph brand duplicator pay 
for itself in remarkably short order. 

This case history is not unusual—it is 
typical of the way Mimeograph duplica- 
tion and our trained duplicating experts 
work with you to save money, speed up 
paper work. Call the nearest distributor. 
or write us direct, for help on your spe- 
cific problems. 


COPYRIGHT 1947, A. B. DICK COMPANY 


eevee eeeer eee eeeeeeereeereeeeeeeeeeeeseseeseeses 


A. B. DICK COMPANY, Dept. Q-847 
720 West Jackson Boulevard 
Chicago 64, Illinois 


Send me a copy of your case study of the Easy Washing 
Machine Engineering Change Order problem. 





ADDRESS 


COMPANY 


cITY_ 


cr ata ____ STATE. 
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Personal Notes About Controllers 











Mr. George M. Bralla, former secretary 
and treasurer, was elected to the office of ex- 
ecutive vice-president of the Valspar Corpo- 
ration, New York. Mr. Bralla is holder of 
certificate 785 of The Institute. 


Mr. Jack I. Levkoff, a member of The In- 
stitute, is now associated with Morris Broth- 
ers, Miami Beach, Florida. Mr. Levkoff was 
formerly connected with Louis Pizitz Dry Goods 
Co., Birmingham, Alabama. 


Mr. William J. Hogan, former controller of 
H. J. Heinz Company, Pittsburgh, has joined 
American Airlines, Inc., New York. Mr. Ho- 
gan has been a member of the Controllers In- 
stitute since December, 1943. 


Mr. Samuel Gailey has been elected treas- 
surer of the John B. Stetson Company, Phila- 
delphia, of which Mr. David H. Harshaw, a 
member of the Controllers Institute, is presi- 
dent. Mr. Gailey, for the past eight years, was 
controller and director of Supplee-Willis-Jones 
Milk Company. 


Mr. H. Danforth Qgarr has been elected sec- 
retary-treasurer of American Overseas Airlines, 
of New York. 


Mr. James F. Toole, in his capacity of comp- 
troller of the Sperry Gyroscope Company, Inc., 
of Great Neck, New York, has been named a 
principal officer, it was announced by Mr. 
C. M. Green, vice president and general man- 
ager. Mr. Toole, a certified public accountant, 
joined the Sperry Corporation in 1937. Trans- 
ferring to the Sperry Gyroscope subsidiary in 
1941 as assistant to the vice president for man- 
ufacturing, he became director of pricing and 
estimating in 1944. Mr. Toole, who has been 
comptroller of the company since May, 1945, is 
a member of The Controllers Institute of 
America. 


Mr. J. D. Burnes, treasurer of the Petroleum 
Heat and Power Company, of New York, has 
been elected a vice president, it was announced 
by Mr. K. G. MacCart, president. Mr. T. J. 
Cody, formerly in charge of the company’s tax 
and insurance department, has been appointed 
controller, and Mr. George H. Smith has been 
made assistant controller. 


Mr. William T. Leonard has been appointed 
treasurer of Bonwit Teller, of New York, it 
was announced by Mr. Roy M. Rudolph, presi- 
dent. Mr. Leonard formerly was controller of 
Best & Co., of New York. 


Mr. J. A. B. Broadwater, holder of member- 
ship certificate 2000 of the Controllers Insti- 
tute by virtue of election in June, 1943, has 
been elected  secretary-treasurer of Tampa 
Shipbuilding Company, Tampa, Florida. At the 
same time Mr. Broadwater, who previously 
held the title of controller, was named to 
serve on the board of directors of the company. 


Mr. Bernard S. Rodey, Jr., who is in charge 
of the tax department of Consolidated Edi- 
son Co. of New York, Inc., has been elected 
an assistant secretary of the company. Mr. 
Rodey is a member of the board of directors 
of the New York City Control of the Control- 
lers Institute. An article from his pen, en- 
titled “Internal Organization of a Controller’s 
Department,” appeared in the July issue of 
THE CONTROLLER. 





Mr. C. M. Hollis is now plant controller 
of Kaiser-Frazer Corporation, Willow Run, 
Michigan. Mr. Hollis, previously affiliated with 
Arthur Young & Company, New York, is a 
member of the Controllers Institute of Amer- 
ica. 


Mr. Allen H. Ottman, vice-president of 
American Hard Rubber Company, New York, 
and a member of the Controllers Institute of 
America, has been elected treasurer of the So- 
ciety for the Advancement of Management. 


Mr. R. C. Huelsman, comptroller of Central 
National Bank, of Cleveland, Ohio, and a 
member of the Controllers Institute of Amer- 
ica, addressed recent conferences, in Pitts- 
burgh and Cleveland, of the National Associa- 
tion of Bank Auditors and Comptrollers, on 
the subject, “Advantages of Direct Verification 
as a Method of Auditing.” 


Mr. Henry C. T. Palmer, a member of The 
Institute since March, 1943, is now connected 
with Roosevelt Oil Service, York, Pennsyl- 
vania. Mr. Palmer was formerly associated 
with Lees-Cochrane Company, Bridgeport, 
Pennsylvania. 


Mr. John M. Walker, secretary and comp- 
troller of Stahl-Meyer Inc., New York, has 
been elected a director of the company. He 
was named comptroller in 1944, having served 
with the firm since 1928. 


Two members of the Controllers Institute of 
America were elected vice-presidents of the 
National Association of Cost Accountants in 
June. They are Mr. Edward J. Hanley, of Alle- 
gheny Ludlum Steel Corporation, of Bracken- 
bridge, Pennsylvania, and Mr. Herman A. 
Papenfoth, of The Trumbull Electric Mfg. 
Co., of Plainville, Connecticut. 

An article by Mr. Hanley, “Cost Problems 
in the Steel Industry,” appeared in the Febru- 
ary, 1947 issue of THE CONTROLLER. 


Mr. Mortimer Jensen, controller of Canada 
Dry Ginger Ale, Inc., New York, is serving as 
assistant treasurer of Junior Achievement, the 
national movement to provide young people 
with an understanding of business methods and 
motives through actual activity in youth-con- 
trolled business ventures. Mr. Henry F. Elber- 
feld, a member of the Advisory Council of 
the Controllers Institute, is treasurer of the 
New Jersey area of Junior Achievement. 


Mr. G. Edward Cooper has been appointed 
assistant vice-president and controller of Phila- 
delphia National Bank, according to an an- 
nouncement by Mr. Frederic A. Potts, presi- 
dent of the bank. 


Mr. J. Edward Greaves, assistant treasurer 
of The Hooper-Holmes Bureau, Inc., and a 
member of the Controllers Institute, was 
elected recently to the presidency of the New 
York Society of Accountants. Mr. A. J. C. 
Quentin, controller of the Maple Leaf Milling 
Co., Ltd., was elected vice-president of the 
Society, which is the oldest accounting or- 
ganization in the United States, having been 
incorporated by New York State in 1900. 


Mr. Arthur R. Ingham has joined Empire 
Box Corp. of Stroudsburg, Pennsylvania. A 
member of the Controllers Institute, Mr. Ing- 
ham was previously with Louis De Jonge & 
Company, Staten Island, New York. 


Mr. David R. 
Anderson, control- 
ler and assistant 
treasurer of The 
Kendall Company, 
Walpole, Massa- 
chusetts, is the au- 
thor of “Practical 
Controllership,” 
which is published 
by Richard D. Ir- 
win, Inc., of Chi- 
cago. Mr. Ander- 
son, who will 
serve as Textile 
Industry Confer- 
ence Chairman at 
the 16th Annual 
Meeting of the Controllers Institute in Chi- 
cago, in October, holds certificate 194 of The 
Institute. His new book is reviewed in this 
issue, on pages 410-411. 

A graduate of the University of Pennsylvania, 
Mr. Anderson has been connected with The 
Kendall Company since 1929, holding the post 
of controller for the past ten years. He is a 
Certified Public Accountant (Pennsylvania) and 
a member of the American Institute of Account- 
ants. Prior to joining The Kendall Company, 
he had over seven years of experience in public 
accounting, in the Philadelphia office of Ly- 
brand, Ross Bros. & Montgomery, followed by 
two and a half years of service with Wilbur- 
Suchard Chocolate Company, Philadelphia, the 
last two years as secretary and treasurer. 





MR. ANDERSON 


Mr. Shepard E. Barry, comptroller of the 
Northwestern Mutual Life Insurance Com- 
pany, and holder of certificate 742 of the 
Controllers Institute of America, retired on 
July 1 from active service with his company. 


Mr. George R. Pearson, formerly control- 
ler of the W. L. Maxson Corp., of New 
York, now holds the position of treasurer 
of the corporation, which has changed its 
name to Maxson Food Systems, Inc. Mr. 
Pearson is a member of the Controllers In- 
stitute of America. 


Mr. Daniel H. Bender, holder of The In- 
stitute’s certificate 108, has changed his 
business affiliation from Associated Bankers 
Title & Mortgage Guaranty Co., of East 
Orange, New Jersey, which he served as 
treasurer-secretary, to American Handicrafts 
Co., Inc., of East Orange. 


Mr. Martin H. Parkinson, Jr., previously 
connected with Pennsylvania Power & Light 
Co., of Allentown, Pennsylvania, as assistant 
secretary and assistant treasurer, is now 4s- 
sociated with R. C. A. Communications, Inc., 
of New York. Mr. Parkinson was elected 
to membership in the Controllers Institute 
of America in April, 1935. Mr. Parkinson's 
new title is director of accounts and finance. 


The by-line of Mr. P. H. Littlefield, vice 
president and treasurer of Canada Dry Gin- 
ger Ale, Inc., New York, appeared in “The 
Management Review,” for June, 1947, 19 
connection with an article entitled “Whats 
Wrong with Organization Charts?” Mr. 
Littlefield holds certificate 941 of the Con- 
trollers’ Institute of America. 
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Remington Rand bookkeeping 


reduce payroll 
administrative costs 


for modern business 


58,000,000 workers in American industry today 
necessitate streamlined and mechanized payroll 
accounting for efficient administration. Whatever 
the size of your organization, deductions for social 
security, withholding taxes, pension plans or insur- 
ance premiums mean that your payroll procedure 
must be accurate, fast, informational and controlled. 


Remington Rand bookkeeping machines pro- 
vide the special features to solve your payroll 
problems. Every form you require—payroll regis- 
ter, statement, pay check or envelope, individual 
earnings record, etc., is prepared at one operation. 

Individual, adjustable registers accumulate each 


deduction separately. Cross computing registers 
compute and print the net pay automatically. Com- 








pletely electrified alphabet, numeral and operating 





keys speed each operation. Checks are numbered, 
dated and “protected” automatically / 

Let your Remington Rand specialist show you 
how this machine works on your payrolls. Write 
to Remington Rand Inc., Adding-Bookkeeping- 
Calculating Machines Division, Department CR, 
315 Fourth Avenue, New York 10, New York 


Reningilon Rand 


MACHINES MANAGEMENT 


FEATURED 
FOR 


Speed! 








Whatever your size... 


200 employees or 20,000 . . . complete electrification 
and balances computed and printed automatically are just two of the many 
Remington Rand features to help-you eliminate waste effort in 
your payroll administration—give you extra facts and figures 
for departmental and management control. 
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MEETINGS OF CONTROLS 





ATLANTA 
ANNUAL MEETING 
The June 24 meeting and dinner of the At- 
lanta Control took place at the Piedmont 
Hotel. Officers and directors for the year 1947- 
48 were elected at this time. 


BIRMINGHAM 
ANNUAL MEETING 
The members of the Birmingham Control 
convened at the Tutwiler Hotel on June 23 to 
hold their Jast meeting for the year. Election of 
new officers and directors was preceded by a 
brief social period and dinner. 


BRIDGEPORT 
ANNUAL MEETING 
The annual meeting of the Bridgeport Con- 
trol was held in Stanford, at the Stanford 
Yacht Club, on May 21. Mr. Arlo Wilson, of 
the Society of Naval Architects and Marine 
Engineers, who is a member of the Control, 
provided the entertainment for the evening. 
CHICAGO 
ANNUAL OUTING 
The Chicago Control held its annual outing 
on June 17 at the Midlothian Country Club. 
An afternoon of golf was followed by dinner, 
the awarding of prizes and the presentation of 
a show. 


DALLAS 

GOLF TOURNAMENT AND ANNUAL 

MEETING 

A golf tournament and the annual business 
meeting of the Dallas Control was held at the 
Dallas Country Club on June 24. Following 
the business portion of the meeting, at which 
reports were read and elections held, the re- 
minder of the evening was devoted to enter- 
tainment. 


DETROIT 
ANNUAL MEETING AND PARTY 
The Detroit Control held its annual meeting 
and dinner party on June 13. The members con- 
vened at the Detroit Athletic Club. 


r is 
pension 

and profit- 
sharing plans 


Write for Pamphlet 
“Recent Developments” 





PENSION PLANNING COMPANY 
Actuarial Consultants 


MEYER M. GOLDSTEIN, C. L. U. 
Director 


527 Fifth Avenue, New York 17 
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DAYTON 
Topic: BALANCE SHEET 
Professor C. R. Niswonger, assistant dean of 
the School of Business Administration at Mi- 
ami University, appeared before the Dayton 
Control on May 8 and spoke on ‘Economic As- 
pects of the Balance Sheet and Their Implica- 
tions.”” The Van Cleve Hotel was the scene of 
this meeting. 


DAYTON 
LADIES NIGHT PARTY 
The Dayton Control gave its annual ladies 
night party at the Wishing Well in Centerville, 
on June 4. After the entertainment and dinner 
the group held its annual election of officers. 


HOUSTON 
ANNUAL MEETING 
The regular monthly meeting of the Houston 
Control was held Tuesday evening, June 24, at 
the Houston Club, with a social hour and din- 
ner followed by a general business meeting 
with election of officers for the coming year. 


INDIANAPOLIS 
GOLF AND DINNER 
An afternoon of golf followed by dinner in 
the evening, was featured by the Indianapolis 
Control at its last meeting of the year on June 
26, which took place at the Anderson Country 
Club, Anderson, Indiana. 


KANSAS CITY 
GROUP DISCUSSION 
MEETING 


The Kansas City Control held its last meet- 
ing of the year at the University Club on June 
9. A program arranged by Mr. Morris A. Cox, 
of William Volker & Company of Missouri, 
Inc., Kansas City, and vice president in charge 
of programs, consisted of short talks by three 
members and a general group discussion. Mr. 
John C. Teal, of Socony-Vacuum Oil Co., Inc., 
spoke on “Internal Checks; Mr. Byron A. 
Jennings, of Crown Drug Company, Kansas 
City, on “Internal Auditing;’” and Mr. W. H. 
Lowrance, of American Dairies, Inc., Kansas 
City, on “Cooperation with Outside Account- 
ants.”” In addition, the group conducted the 
regular annual business meeting and election of 
officers. 


AND ANNUAL 


LOS ANGELES 
ANNUAL MEETING 


The annual meeting of the Los Angeles Con- 
trol, on June 19, witnessed the election of new 
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A National Registration 
Headquarters for the 
Highest Grade Accounting 
Personnel tn America 


Mr. EMPLOYER: Are We 
Now Serving You? 





% 


GORDEN N. SELBY, Executive Director 


ACCOUNTANTS EXCHANGE 


Suite 2008, Chicago Real Estate Board Building 
105 West Madison CHICAGO 2, ILL. 





directors and officers and a round-table discus. 
sion on the survey made by the Controllership 
Foundation on “The Public's Acceptance of the 
Facts and Figures of Business Accounting,” 
The meeting took place at the Ambassador Ho. 
tel. 


LOUISVILLE 
ANNUAL MEETING 
On June 25, the Louisville Control held jts 
annual meeting at the Kentucky Hotel. After 
participating in the election of officers for the 
new year, members heard reports on the French 
Lick meeting. 


MILWAUKEE 
Topic: DEPRECIATION 
At the Hotel Schroeder Club Room, on May 
13, the Milwaukee Control held a round-table 
discussion on “Depreciation and Replacement 
Policy.” Mr. R. L. Bischoff of Kearney & 
Trecker Corporation, Milwaukee, and _ vice 
president of the Control, served as discussion 
leader. 


NEW ORLEANS 

Topic: CORPORATION INCOME TAXES 
_ Mr. P. M. Mattisen, tax accountant of the 
firm of Price, Waterhouse & Co., spoke on 
“Corporation Income Taxes” at the June 17 
meeting of the New Orleans Control, which 
took place at the Roosevelt Hotel. Elections for 
the coming year were also conducted on this 
occasion. 


PENN-YORK 
Topic: JOB EVALUATION 
Twenty-three members and guests of the 
Penn-York Division of the Buffalo Control 
journey to Pittsfield, Pennsylvania, on June 3, 
to enjoy an excellent meeting. After the dinner, 
Mr. John H. Kirk, Personnel Director of the 
National Forge and Ordnance Co., presented a 
talk on plant job evaluations as developed by 
his company. Mr. Kirk explained their adapta- 
tion of the job evaluation plan recommended 
by the National Metal Trades Association. Af- 
ter Mr. Kirk’s fine presentation, Donald P. 
Morgan, also of the National Forge and Ord- 
nance Co., discussed the possibilities of control 
of labor expense through the job evaluation 
plan. The entire group present, which was 
made up of controllers, personnel directors and 
industrial engineers, then proceeded to have a 
panel discussion on job evaluation in general, 
and many specific plant problems. 


PHILADELPHIA 
MOVIES AND GOLF 
Mr. C. G. Kirkbride, director of Houdry 
Laboratories, Houdry Process Corporation, 
spoke and showed pictures of the “Bikini Cross- 
roads Operation” at the Philadelphia Control's 
annual outing and golf partv, held on June 19 
at the Pine Valley Golf Club, New Jersey. 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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THE NATIONAL CITY BANK 


OF NEW YORK 


1812 — 135th ANNIVERSARY — 1947 


Head Office - 55 WALL STREET + New York 





Condensed Statement of Condition as of June 30, 1947 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 








ASSETS 
Cash and Duc fom Banks... .......5..:-:: $1,301,215,569 
United States Government Obligations (Direct 

or Fully Guaranteed)}).. ic. ia ca cde cee 2,154 497,314 
Obligations of Other Federal Agencies........ 25,678,216 
State and Municipal Securities.............. 217 046,678 
Chebets ectITOG ee hos Sek soci ed Pa eas 93,843,901 
Loans, Discounts, and Bankers’ Acceptances... 1,181,679,629 
Real Estate Loans and Securities............ 3,096,927 
Customers’ Liability for Acceptances......... 13,366,224 
Stock in Federal Reserve Bank.............. 6,300,000 
Ownership of International Banking Corpora- 

[5 Co) a ae aT OE OSE A Sa ae ee ee 7,000,000 
BO UGtRe Rh Aa Stags anes nee bas ee se 28 898,069 
Items in Transit with Branches. ............. 7,528,414 
Oeer Ake sis oe ny. archi Be ESI he RO 3,494,982 

TGR eI ed} POAG, Hotel hn eo ees $5,044,245,923 
LIABILITIES 
OO RIERE igh song edt M2 god Shah e ¥.c dow we oma ee $4,720.475,216 


(Includes United States War 
Loan Deposit $22,664,132) 
Liability on Acceptances and Bills. .$27,065,226 
Less: Own Acceptances in Port- 
FOG ae ae el ece ta Bie wince ares 11,711,035 15,354,191 


Reserves for: 
Unearned Discount and Other Unearned 


RCRN SSG is roP Rae, hs chews ard Sick G Zohe wslettd wee emia 4,695,686 
Interest, Taxes, Other Accrued Expenses, etc. 33,034,529 
PMT oro ors. tee ue shoes eater tata ry 4,650,000 

Ata eo. cc Sete ode vicia cic» LOO 
Surplus. ..... des «ss hoa UOUG 


Undivided Profits..............+. 36,036,301 266,036,301 


FS Cy via VEO RAE ET aE: $5,044,245,923 


Figures of Foreign Branches are included as of June 25, 1947, except 
those of the Dairen Branch which are rrior to the outbreak of the War, 
but less reserves. 
$266,372,976 of United States Government Obligations and $2,588,219 of 
other assets are deposited to secure $218,225,035 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


(dn Dollars Only— Cents Omitted ) 





DIRECTORS 


GORDON S. RENTSCIILER 
Chairman of the Board 


W. RANDOLPH BURGESS 
Vice-Chairman of the Board 


WM. GAGE BRADY, JR. 
President 


SOSTHENES BEIIN 
President, International Tele- 
phone and Telegraph Corporation 


CURTIS E. CALDER 
Chairman of the Board, Flectric 
Bond and Share Company 


GUY CARY 
Shearman & Sterling & Wright 


EDWARD A. DEEDS 
Chairman of the Board, The 
National Cash Register 
Company 


CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 


A. P. GIANNINI 
Founder-Chairman, Bank 
of America National Trust 
and Savings Association 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co. 


JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 


AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 


ROGER MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 


GERARD SWOPE 
Honorary President, General 
Electric Company 


REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 
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Fidelity Onion Skin 
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Superior Manifold 


Esleeck Manufacturing Co. 


Turners Falls, Mass. 
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PITTSBURGH 

ANNUAL MEETING AND GOLF PARTY 
Golf and swimming were the featured events 

of the June 25 meeting of the Pittsburgh Con- 

trol, which took place at the Longue Vue 

Country Club. Prior to the business session, 

dinner was served and prizes awarded. 


PORTLAND 
SOCIAL MEETING 
A social program was featured at the June 
20 meeting of the Portland Control which took 
place at the Old Heathman Hotel. A number 
of prospective members were introduced to the 
membership on the occasion. 


ROCHESTER 
ANNUAL MEETING 
The Rochester Control held its annual meet- 
ing on June 25, at the Newark Country Club, 
Newark, New Jersey. The members played golf 
and cards in the afternoon and after dinner 
listened to brief reports from officers of the 
past year, and elected officers for the forth- 
coming year. 


SAN FRANCISCO 
ANNUAL MEETING 
The San Francisco Control held its annual 
meeting at the Athens Club, Oakland, on June 
20. 


SEATTLE 
ANNUAL MEETING AND OUTING 
The Seattle Control held its annual meeting 
and election of officers on June 27 at Port 
Madison. 





| NEW MEMBERS ELECTED 








By action of the Executive Committee on June 
30, 1947, the applicants named below were 
elected to active membership in The Institute: 


JOHN Q. ADAMSON 
Jamieson Pharmacal 
Michigan. 

CHARLES F. BAKER 
Elliott Company, Jeannette, Pennsylvania. 

FRANK S. CAPON 
Canadian Industries Limited, Montreal, Que- 
bec, Canada. 

C. W. CoLcGAn, JR. 

Standard Screw Company, Chicago. 

ELISHA CARSON Cox 
Tampa Shipbuilding Company, Inc., Tampa, 
Florida. 

ELLwoop F. Curtis 
Deere & Company, Moline, Illinois. 

FREDERICK A. CURTIS 
Continental Illinois National Bank and Trust 
Company of Chicago. 

RICHARD F. DICKINSON 
Pacific Supply Cooperative, Walla Walla, 
Washington. 

MELVIN E. DIFFENBAUGH 
Union Trust Company of Maryland, Balti- 
more, Maryland. 

HERMAN V. GAERTNER 
The B. F. Goodrich Company, Akron, Ohio. 


JAMES M. HEPPENS/ALI 
Birdsboro Steel Foundry & Machine Company, 
Birdsboro, Pennsylvania. 


Company, Detroit, 


FRANCIS M. HERNAN 
The Weatherhead Company, 300 East 131st 
Street, Cleveland. 

FreD G. HOCKING 
Grain Processing Corporation, 
Iowa. 

DUNCAN STEWART LENNOX 
Fisher Corporation, Ltd., Honolulu, Territory 
of Hawaii. 

R. SPENCER LEONARD 
Tennessee Eastman Corporation, Kingsport, 
Tennessee. 

EDWARD J. MCGUIRE 
Illinois Watch Case Company, Elgin, Illinois. 

RENWICK S. MCIVER 
Taylor Fibre Company, Philadelphia. 

F, W. MIscH 
Chrysler Corporation, Detroit. 

GEORGE B. Moore 
H. H. Robertson Company, Pittsburgh. 


Muscatine, 





Election of the 31 new 
members named above 
brings the membership 
of The Institute to 

2,998 














SPRINGFIELD 


PLANT VISITATION AND OUTING 

The June 17 meeting of the Springfield Con- 
trol included a plant visitation at the Pro-phy. 
lac-tic Brush Company, at Florence Center and 
an outing culminating in a steak roast at Look 
Park. Mr. Paul Haase, assistant secretary of 
The Institute, and managing editor of “The 
Controller” took part in the activities as guest 
of the Control. 


SYRACUSE 
ANNUAL MEETING AND OUTING 


The Skaneateles Golf and Country Club was 
the scene of the June 17 annual meeting of the 
Syracuse Control. Following the business por- 
tion of the meeting, the members partook in 4 
variety of sports arranged for the occasion. 


TOLEDO 
ANNUAL MEETING 


The Chippewa Country Club was the scene 
of the annual meeting of the Toledo Control 
which took place on June 10. An afternoon of 
golf was followed by dinner, and a business 
session comprised of annual reports and elec. 
tion of officers and directors for the ensuing 
year. 


TWIN CITIES 
ANNUAL MEETING 


A series of events arranged by a member of 
the Control, Mr. R. D. Gower, of the Geo. A. 
Hormel & Company, Austin, Minnesota, for 
the annual meeting of the Twin Cities Control 
on June 6, consisted of a tour through his 
firm’s plant, lunch, golf and dinner at the 
Austin Country Club, and a business meeting. 


E. PALMER PATTERSON 
Pan American Life Insurance Company, New 
Orleans, Louisiana. 

CLAUDE A. PAULEY 
The Firestone Tire & Rubber Company, Ak- 
ron, Ohio. 

THOMAS W. PECK 
Kalamazoo Vegetable Parchment Company, 
Parchment, Kalamazoo, Michigan. 

FRANK A. RIDDELL 
George Weston Limited, Toronto, Canada. 

ALBERT A. SHERMAN 
General Cable Corporation, St. Louis. 

Gustav A. STEGMANN 
Brown-Camp Hardware 
Moines, Iowa. 

W. T. SWOMLEY 
Eastern Stainless Steel Corporation, Balti- 
more, Maryland. 

CHARLES C, TALLMAN 
Olin Industries, Inc., East Alton, Illinois. 

E. LEE TALMAN 
Northwest 
Minnesota. 

DANIEL R. TRINLER 
Wood-Mosaic Company, 
tucky. 

WILLIAM J. WILEY : 
International Resistance Company, Philadel- 
phia. 

HAROLD F. WYKOFF 
Mullins Manufacturing Corporation, Salem, 
Ohio. 


Company, Des 


Bancorporation, Minneapolis, 


Louisville, Ken- 


* * 
16th ANNUAL MEETING 


Controllers Institute of America 
CHICAGO—OCT. 19-22, 1947 
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Now that production must tighten its Belt... 
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GETTING CAPITAL 








(Continued from page 393) 





labor, and such, with no prospect of re- 
ceiving money for his finished product 
for a matter of months (and in some 
cases, years). By using warehouse re- 
ceipts for collateral the cheese maker 
realizes a more immediate return on his 
investment. 

Nor are these special cases the only 
instances when warehouse receipts 
prove of value. In the ordinary run of 
business (particularly of small or newly 
organized businesses) credit is often 
needed. Few organizations have suffi- 
cient capital to meet the demands of 
higher costs and higher taxes which 
arise today, to say nothing of the in- 
evitable emergency. Warehouse receipts 
as a method of finance are their answer, 
too—and the warehouses are equipped 
to store everything. In our own commu- 
nity, for instance, they are storing can- 
vas, awnings, sheet metal, furniture, 
canned goods, cement, grain, hardware, 
leather, liquor, lumber, potatoes, refrig- 
erators, washing machines, water soft- 
eners and many, many other products. 

Whatever the product, the ware- 
houseman acts as a third party in the pic- 
ture, between the bank and the com- 
pany wishing the loan. Steps necessary 
in arranging such a loan include. 


1. The manufacturer (or other businessman) 
stores his inventory in a public merchandise 
warehouse, or engages a field warehouse com- 
pany. In cases where field warehousing is used, 
warehouse space is created by the expedient of 
the field warehousing firm leasing a portion of 
the manufacturer's or businessman's premises, 
posting proper signs on leased warehouse space 
and maintaining same under lock and key, with 
a custodian responsible only to the warehouse 
company. 

2. The warehouseman (public merchandise 
warehouseman or field warehouseman) issues a 
receipt describing the inventory. A standard 
form for such receipts has been approved by 
the American Bankers’ Association, the Amert- 
can Warehouseman’s Association and the De- 
partment of Commerce, and all matters con- 
cerning the use of such receipts are governed 
by the Uniform Warehouse Receipts Act, 
which has been accepted and incorporated in 
the statutes of all 48 states (as well as the Dis- 
trict of Columbia, Alaska, the Philippine 
Islands and Puerto Rico). 

3. This receipt is then presented to the bank 
where it is accepted as sound collateral. 
Amounts of loans made on warehouse receipts 
range anywhere from 50 to 100 per cent. of the 
value of the merchandise, depending upon the 
type of inventory, rate of turnover, financial 
condition of the operator, and possible fluctua- 
tion of the commodity while in the warehouse. 

4. When the company wishes to withdraw 
merchandise stored under a warehouse receipt 
which has been used as collateral, it repays the 
loan on that portion of merchandise which it 
wishes to withdraw. The bank then issues in- 
structions authorizing the warehouseman to 
allow such goods to be withdrawn. 


Warehouse receipts are of two types 
—negotiable and non-negotiable. Non- 
negotiable receipts, as the name implies, 
are those which may not be transferred 





except by assignment with proper no- 
tice to warehouseman and storer and 
are then good only to the specific party 
named and are not considered negoti- 
able instruments. Goods stored under 
non-negotiable receipts are delivered 
only to the order of the person to whom 
the receipt is issued. For instance, a can- 
ner may store his merchandise and have 
a non-negotiable receipt issued in the 
name of the bank from which he is bor- 
rowing the money. Then the goods may 
be released only by order of a desig- 
nated officer or officers of the bank. 
Frequent checks can be made with the 
warehouse company as to remaining 
balances. 

Negotiable receipts, on the other 
hand, are made out to the storing party 
and transferred to the bank. While 
valid, the negotiable receipt does not 
give the financial institution quite as 
much protection as does the non-nego- 
tiable receipt issued in the name of the 
bank. Also in case of partial release on 
a negotiable receipt it is necessary to 
present the receipt to the warehouse 
company at the time of release, and 
after endorsement is made by the ware- 
house company the receipt must be re- 
turned to the financial institution. This 
sometimes requires several days, espe- 
cially if the warehouse company is lo- 
cated some distance from the bank. 

In either case, however, the ware- 
house receipts provide a means by 
which the manufacturer or other busi- 
nessman may obtain the ready cash so 
necessary to keep his firm in operation. 
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The warehouse receipt procedure of 
financing is far more simple than the 
procedure necessary if the bank should 
make a loan on the same inventory tak. 
ing a chattel mortgage on the inventory, 
In that case, it would be necessary to 
draw the chattel mortgage, check county 
records for prior liens, etc., have the 
mortgage notarized and file it with the 
county recorder. Under the warehouse 
receipt plan of financing, it is not neces. 
sary to file records with any officials, as 
the transaction is covered by the previ- 
ously mentioned Uniform Warehouse 
Receipts Act. 

Although warehouse receipts have 
been used as collateral for some fifty 
years, it is within the past five years that 
their use has grown to any great propor. 
tions. With almost every conceivable 
type of merchandise now being stored 
in warehouses (a list on my desk names 
108 different articles) and warehousemen 
advertising that they will “store any prod- 
uct that needs to be stored,” this method 
of finance is open to all industries. 

Bankers are more than willing to 
make loans backed by warehouse te. 
ceipts. The 422 members of the Ameti- 
can Warehousemen’s Association, Mer- 
chandise Division (including both pub- 
lic merchandise and field warehouses), 
who have from the beginning given this 
program their strongest support, are lo- 
cated throughout the nation with at least 
one in easy reach of every manufacturer. 
It remains only for the businessman to 
take advantage of his apportunity. 


BIR Won Two-Thirds of Tax Fraud Cases 


Declaring that the Bureau of Internal 
Revenue won two-thirds of the cases in 
the Tax Court during 1945 and 1946 in 
which it charged fraud against income 
taxpayers, J. P. Wenchel, chief counsel 
of the bureau, said in a recent address be- 
fore the annual dinner of the New York 
Chapter of the Tax Executives Institute, 
that during the two fiscal years, “‘twenty- 
one decisions (four by published one- 
judge opinions, seventeen by memoran- 
dum opinions) were rendered by the Tax 
Court, the commissioner being successful 
in fourteen, and failing to sustain his 
burden in seven.” 

Mr. Wenchel reported that $3,000,- 
000,000 had been collected from taxpay- 
ers within eighteen months as a result of 
the drive against tax evaders. Of this, he 
said, $500,000,000 had been paid on vol- 
untary disclosures. 

A taxpayer can always minimize the 
possibility of the commissioner asserting 
fraud penalties, Mr. Wenchel held. 

“A complete disclosure in his return 
of all the facts, even though the taxpayer 
vigorously denies any tax responsibility, 
will go far toward assuring, if not guar- 





anteeing, that no penalties will be as- 
serted or sustained,” he told the members 
of the institute, who are fiscal officers of 
corporations and tax counsel. 

“This is not to say that every failure 
to disclose justifies the imputation of 
fraud, for the questioned item may be of 
highly doubtful character which the tax- 
payer failed to report after being advised 
by reputable counsel that there is no tax 
liability. In such a case, it may be that 
the failure to disclose is not attributable 
to fraudulent intent. 

“However, the only reasonably safe 
method is for a taxpayer at all times to 
cut ‘square corners’ with his government, 
and to submit with his return full in- 
formation concerning any doubtful item.” 

Mr. Wenchel pointed out that the de- 
partment has always encouraged taxpay- 
ers to make a voluntary disclosure of it- 
tentional evasion of the tax laws. If this 
is done before an investigation has beea 
initiated, he said, criminal prosecution 
will not be recommended. 

Voluntary disclosure, he emphasized, 
does not excuse the taxpayer from the 
civil penalties of tax fraud. 














ernme 
contin 
of lif 
rectly 
tures, 
would 
Inv 
nite 
listed 
prises. 
tion, 1 
of th 
and at 
value 
to the 
either 
prise 
come, 
certail 
know! 
terpri 
firm j 
holde 
tions, 
ket w 
Also 
integt 
differe 
prises 
living 


— 














dure of 
1an the 
should 
ty tak. 
‘entory. 
Sary to 
county 
ive the 
‘ith the 
rehouse 
t neces. 
‘lals, as 
 previ- 
ehouse 


> have 
ie fifty 
its that 
fOpor- 
eivable 
stored 
names 
isemen 
’ prod- 
nethod 


ng to 
se re. 
\ meti- 
Mer. 
1 pub- 
uses), 
n this 
re lo- 
t least 
turer. 
an to 


Ie as- 
nbers 
rs of 


rilure 
n of 
De of 
 tax- 
vised 
> tax 
that 
table 


safe 
a5 to 
nent, 
| in- 
=m.” 
de. 
pay: 
this 
een 
tion 


zed, 





the 








The Controller, August, 1947 








INSURANCE FUNDS 








(Continued from page 406) 





cessful only if pursued consistently and 
resolutely... .. 

“The consequence of promotional in- 
yestment would relieve life insurance 
companies of the problem of low interest 
rates. There is reason to believe... . 
that the supply-demand situation for 
debt-seeking capital is such that the prob- 
lem of low-interest rates will long be 
with us; indeed, it is entirely probable 
that in the long run, even if the money 
market were reasonably free from gov- 
ernmental influence, interest rates would 
continue to decline. If the earned income 
of life insurance funds were derived di- 
rectly from profits on its business ven- 
tures, however, the interest-rate problem 
would be obviated.” 

Investment in new enterprises has defi- 
nite advantages over the purchase of 
listed common stocks of existing enter- 
prises, says Mr. Edmunds. ‘‘As to valua- 
tion, it should be possible to take account 
of the original cost, capitalized income, 
and amortization, to arrive at a reasonable 
value; this would certainly be preferable 
to the proclivity of the stock market to 
either overvalue or undervalue an enter- 
ptise grossly. As to irregularity of in- 
come, the life insurance companies would 
certainly have a much more adequate 
knowledge of expected income in an en- 
terprise which they managed than in a 
firm in which they were inactive stock- 
holders. Finally, as to political implica- 
tions, charges of rigging the stock mar- 
ket would be completely avoided... . . 
Also the political question of financial 
integration would be interpreted quite 
differently,” since promoting new enter- 
ptises would “add to the standard of 
living and the vitality of the economy.” 


OBITUARY 











JOHN A. LANE 


Mr. John A. Lane, 58, vice-president and 
comptroller of Armour & Company, Chicago, 
died on July 7. Mr. Lane became associated 
with Armour in 1919 and had been an officer 
of the company since 1928 when he was made 
assistant general auditor. He had been vice- 
president and comptroller since 1943. Surviv- 
ing are Mrs. Lane and four children. Mr. Lane 
was a member of The Controllers Institute of 
America and holder of its certificate 1584 by 
virtue of election in December, 1939. 


* * * 


No engineering problem in the history 
of the automobile industry was ever 
solved by catchwords or by ignoring the 
difficulties—and I am sure no human rela- 
tions problem will be solved that way 
either. It calls for hardheaded thinking. 
Any softheaded idea which promises what 
it cannot deliver and merely makes politi- 
cal capital of the deep human anxiety of 
all of us for greater personal security can 
only lead to delay and disappointment. 
HENRY Foro II. 





EXECUTIVE ASSISTANT 
WANTED 


Large engineering concern requires 
executive assistant to coordinate and 
direct the operation of camp facili- 
ties in South America, including re- 
sponsibilities for housing, feeding, 
laundry, transportation, and other 
similar operations. Knowledge of 
Spanish preferable. Excellent pay and 
opportunity. Write Box 280, Suite 617, 
1457 Broadway, N. Y. City. 

















ALBERT E. KELLER 
Certified Public Accountant 





AUTHOR OF 
“EMBEZZLEMENT and INTERNAL CONTROL” 
ALSO 
“ACCOUNTING SYSTEM AND OFFICE MANAGEMENT 
PROCEDURES FOR METAL MINES” 








Internal Audit and Control Procedures 
Accounting Systems 


5017 Newport Avenue, N.W., Washington 16, D.C. 


Audits 
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YOUR 
INVENTORY 


OUR 
WAREHOUSE 
RECEIPTS 


Read how it’s 
done—by Douglas- 
Guardian — without 
moving inventory off 
your premises. 

Any inventory 
that is marketable 
is acceptable as se- 
curity. The amount 
you borrow is limit- 
ed only by the value 
of your inventory. 


SEND FOR THIS 
BOOKLET 


DOUGLAS-GUARDIAN 
WAREHOUSE CORPORATION 


50 Broad Street 

New York, N.Y. 

I’m interested in a bank loan 
on inventory. Please send me a 
copy of PROFITS ON YOUR 
PREMISES. 


Name. 











Address 














Officers and Directors Elected by 
Controls for 1947-1948 


Officers of Controls Are Also Members of Boards of Directors 


Atlanta Control 

President, RAYMOND A. SPITLER, Piedmont 
Hotel Company. 

Vice-President, GORDON B. SCHAEFER, South- 
eastern Pipe Line Company. 

Secretary-Treasurer, Ray C. JOHNSTONE, Bla- 
lock Machinery and Equipment Company. 

Directors, L. B. Jupp, Delta Air Lines, Inc.; 
HuGH E. PHaArR, Nunnally & McCrea Com- 
pany, Inc.; J. B. PoLtarp, Colonial Stores; 
J. P. STEELE, JR., Jacobs Pharmacy Company, 
Inc. 

Baltimore Control 

President, MORGAN R. SCHERMERHORN, JR., 
The Glenn L. Martin Company. 

Vice-President, FRANK C. V. HORLEBEIN, 
The United States Printing & Lithograph Com- 
pany. 

Secretary-Treasurer, WILLIAM M. MorGan, 
The Baugh Chemical Company. 

Directors, JOHN M. Busu, Stewart & Com- 
pany, Inc.; EDGAR K. FitcH, Mount Vernon- 
Woodberry Mills, Inc.; BROOKE E. Furr, Mc- 
Cormick & Company, Inc.; E. L. GrimMEs, Com- 
mercial Credit Company; HAMILTON SHEA, 
The Emerson Drug Company of Baltimore City ; 
JosePH STYCHE, Ox Fibre Brush Company, 
Inc., Frederick, Maryland. 


Birmingham Control 

President, LAURENCE D. LuEy, Connors Steel 
Company. 

Vice-President, HAROLD E. JACKSON, South- 
ern Natural Gas Company. 

Secretary-Treasurer, RICHARD H. CHILDERS, 
Moore-Handley Hardware Company. 

Directors, MARVIN F. PIxTon, The Ingaiis 
Iron Works Company; JOHN PUuGSLEY, Ten- 
nessee Coal, Iron and Railroad Company. 


Boston Control 


President, RICHARD N. RicBy, Gillette Safety 
Razor Company. 

First Vice-President, ROBERT N. WALLIS, 
Dennison Manufacturing Company, Framing- 
ham, Massachusetts. 

Second Vice-President, ALVIN F. LUNDBERG, 
United-Car Fastener Corporation, Cambridge, 
Massachusetts. 

Secretary, FREDERICK L. PATTON, Cambridge 
Rubber Company, Cambridge, Massachusetts. 

Treasurer, Victor A. Davis, Davis & Com- 
pany, Inc., Shrewsbury, Massachusetts. 

Directors, STANLEY F. CHITTICK, Simonds 
Saw & Steel Company ; E>warp C. HUNT, West 
Point Manufacturing Company; Stuart D. 
MACLAREN, Heywood-Wakefield Company; 
Percy D. MITCHELL, Morgan Construction 
Company ; RICHARD C. STEELE, Worcester-Tele- 
gram Publishing Company; ALBERT STEG, 
American Optical Company ; NorMAN B. WHIT- 
TIER, John Hancock Life Insurance Company. 


Bridgeport Control 


President, SAMUEL BooTH, The Bryant Elec- 
tric Company. 

Vice-President, EDwArp T. MCCARTHY, The 
Casco Products Corporation. 

Secretary-Treasurer, FRANK V. BIGELow, 
Malleable Iron Fittings Company, Branford, 
Connecticut. 

Directors, The 


ROBERT BROWN, Berger 


Brothers Company; ALFRED W. Coox, Conde 
Nast Publications, Inc.; RALPH T. Davis, The 
Acme Shear Company; CHARLES L. JOHNSON, 





Hat Corporation of America; Forest O. MAVvIs. 
The Geometric Tool Company; GEoRGE L. 
Topp, The Bullard Company; Epwarp A. 
WALL, Winchester Repeating Arms Company, 
Division of Olin Industries, Inc., New Haven, 
Connecticut. 


Buffalo Control 

President, CLAUDE O. RAINEY, Rainey & Fed- 
ders, Inc. 

Vice-President, WiLtIAM H. WATKINS, 
Hewitt Rubber Corporation. 

Secretary, HERBERT W. SODERBERG, Interna- 
tional Railway Company. 

Treasurer, RAYMOND A. LAus, George Laub’s 
Sons. 

Directors, JAMES G. GIBSON, Chevrolet-Ton- 
awanda, Division of General Motors Corpora- 
tion; JOHN H. Goopwin, Jr., Columbus Mc- 
Kinnon Chain Corporation; JAMES E. MCMUL- 
LEN, The Carborundum Company. 





| Local Presidents’ Pictures 
| In September Issue 


| Supplementing the complete 

| lists of officers and directors of lo- 

| cal Controls of The Institute, in 

| this issue, there will be published 

| in the September number, two 

| pages of pictures of current local 
Control presidents. 











Chattanooga Control 


President, CORNELIUS BOLEN, 
Bridge & Steel Company. 

Vice-President, C. C. CALLAWAY, JR., Crystal 
Springs Bleachery, Inc., Chickamauga, Georgia. 

Secretary-Treasurer, GLENN R. STOUTT, 
United Hosiery Mills Corporation. 

Directors, C. C. Lay, The Wheland Com- 
pany; MARION W. Morris, E-Z Mills, Inc., 
Cartersville, Georgia. 


Converse 


Chicago Control 

President, THOMAS P. CarLeEy, Reliance 
Manufacturing Company. 

Vice-President, GEORGE B. WHITFIELD, The 
Quaker Oats Company. 

Secretary, GORDON B. ROCKAFELLOw, Great 
Lakes Carbon Corporation. 

Treasurer, WILLIAM M. EDENS, Continental 
Illinois National Bank & Trust Company of 
Chicago. 

Directors, GRANT E. CHESSMAN, Elgin, Joliet 
and Eastern Railway Company; Guy S. Ev- 
ERETT, Ford Hopkins Company; FRANK L. 
GRIFFITH, The Peoples Gas Light & Coke Com- 
pany; IRVING H. JOHNSON, American-Marietta 
Company; JOSEPH B. LANTERMAN, American 
Steel Foundries; NELSON L. McCuLLy, Bauer 
& Black; FREDERICK C. MESSENGER, Merchan- 
dise National Bank; C. Z. MEYER, The First 
National Bank of Chicago; Victor R. MorTOoN, 
F. H. Noble and Company; JAMEs L. PEIRCE, 
A. B. Dick Company; C. BURTON VERNOOY, 
United States Steel Supply Company; JOHN 
W. D. WRriGHT, International Harvester Com- 
pany. 
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Cincinnati Control 

President, LisLE W. ADKINS, The Crosley 
Division, Avco Manufacturing Corporation, 

Vice-President, C. K. MCCRACKEN, The 
Procter & Gamble Company. 

Secretary, Howarp F. Kipp, The Lockwood 
Manufacturing Company. 

Treasurer, EVERETT S. BABYLON, The Cin. 
cinnati Economy Drug Company. 

Directors, R. W. SANDBURG, The Andrew 
Jergens Company; BEN SEGAL, The Sabin Rob. 
bins Paper Company; WALTER A. SMITH, JR, 
The Crosley Division, Avco Manufacturing Cor- 
poration; DONALD F. WALKER, Carew Tower; 
Perry A. WHITE, General Machinery Corpora- 
tion, Hamilton, Ohio. 


Cleveland Control 


President, RICHARD L. BRUMMAGE, Dresser 
Industries, Inc. 

Vice-President, RALPH H. SMITH, The Cleve. 
land Electric Illuminating Company. 

Secretary, GEORGE C. HOUucK, Harris-Sey- 
bold-Potter Company. 

Treasurer, H. J. ENSIGN, Willard Storage 
Battery Company. 

Directors, OGDEN ASHLEY, Cleveland Pneu- 
matic Tool Company; A. C. Gay, The William 
Taylor Son & Company; S. E. HIPPENSTEELE, 
Allied Oil Company, Inc.; R. C. HUELSMAN, 
Central National Bank of Cleveland; M. E. 
PricE, Thompson Products, Inc.; LLEWELYN 
REESE, The Sherwin-Williams Company; 
GEORGE T. ZACK, The White Motor Company. 


Dallas Control 

President, LAWRENCE G. WILLIAMS, Trinity 
Portland Cement Company. 

First Vice-President, Frtrx H. TUucCKER, 
Conro Manufacturing Company. 

Second Vice-President, CLARENCE C. HERR- 
MANN, Southwestern Gas & Electric Company, 
Shreveport, Louisiana. 

Secretary-Treasurer, A. D. HARDER, South- 
western Life Insurance Company. 

Directors, J. A. Goopson, Hunt Oil Com- 
pany; Henry S. Koepcke, H. S. Koepcke & 
Company; RALPH W. RaGER, Oil Well Supply 
Company. 

Dayton Control 

President, LEONARD J. ERTEL, The Standard 
Register Company. 

Vice-President, E. 1. GERHARD, The Leland 
Electric Company. 

Secretary, JOSEPH A. MCKENNY, JR., The 
American Envelope Company, West Carrollton, 
Ohio. 

Treasurer, F. J. DONAGHY, The Duriron 
Company, Inc. 

Directors, E. F. CAMPBELL, The Fyr-Fytet 
Company; L. P. DABROWSKI, McCall Corpora- 
tion; L. G. Inric, The Egry Register Company; 
WARREN WEBSTER, The Joyce-Cridland Com- 
pany; E. W. WESTON, The Weston Paper & 
Manufacturing Company ; R. F. WHISLER, Shef- 
field Corporation. 


Detroit Control 
President, JAMES H. BARRETT, The Murray 
Corporation of America. 
Vice-President, ALVIN KropF, R. L. Polk & 
Company. 
Secretary-Treasurer, 
McCord Corporation. 


LestER M. ELLIOTT, 
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Directors, G. CARLISLE, Micromatic Hone 
Corporation ; K. B. CoaTEs, Great Lakes Steel 
Corporation; V. D. HANNA, Wolverine Tube 
Division of Calumet & Hecla Consolidated 
Copper Company ; A. I. HAWKINS, The Timken- 
Detroit Axle Company; CHARLES HUMMEL, 
Bendix Aviation Corporation; L. J. SORENSEN, 
The Standard Products Company; R. A. YODER, 
Detroit Steel Corporation. 


District of Columbia Control 











President, HENRY W. HERzoG, The George 
Washington University. 
ise President, H. RANDOLPH BARBEE, Fed- 
| Storage Company. 
secretary, WALTER L. BRAuER, U. S. News 
blishing Corporation. 
Teorey, CHARLES L. Carr, Potomac Elec- 
tric Power Company. a 
Directors, MILTON A. BARLow, Hot Shoppes, 
Inc; ROBERT J. GARNER, Engineering & Re- 
arch Corporation, Hyattsville, Maryland; Ray- 
yonp G. LOCHIEL, Pennsylvania-Central Air- 
lines Corporation; HowARD G. OBERLANDER, 
U. $. News Publishing Corporation. 


Hartford Control 


President, EUGENE P. BORKOWSKI, North & 
Judd Manufacturing Company, New Britain, 
Connecticut. 

First Vice-President, SHIRLEY H. KIMMENS, 
The Billings & Spencer Company. 

Second Vice-President, Lours H. GRAHAM, 
The Fuller Brush Company. 

Secretary, ELMER G. E. JOHNSON, The Amer- 
ican Hardware Corporation. 

Treasurer, GORDON F. GILMORE, The Whit- 
ney Chain & Manufacturing Company. 

Directors, ROBERT ATHEARN, The Jacobs 
Manufacturing Company; Woopson W. BALD- 
WIN, The Silex Company; CHARLES L. LorRD, 
The William L. Gilbert Clock Corporation, 
Winsted, Connecticut; WILLIAM MaGowAN, 
The Ensign-Bickford Company, Simsbury, Con- 
necticut; ERNEST J. MEUTEN, Pratt & Whitney 
Division of Niles-Bement-Pond Company, West 
Hartford, Connecticut; A. DALE MITCHELL, 
The Waterbury Farrel Foundry & Machine Com- 
pany, Waterbury, Connecticut; LESTER E. REy- 
NoLDs, The Connecticut Light & Power Com- 
pany. 

Houston Control 

President, WiLtt1AM V. VAUGHN, Henke & 
Pillot, Inc. 

Vice-President, JOHN W. EMISON, The Texas 
Pipe Line Company. 

Vice-President, GEORGE S. SMITH, Southern 
Pine Lumber Company, Diboll, Texas. 

Secretary-Treasurer, GEORGE L. DUWE, Cam- 
eron Iron Works, Inc. 

Directors, MERTON C. CarR, Foley Brothers 
Dry Goods Company ; Kart W. Cooke, South- 
land Paper Mills, Inc., Lufkin, Texas; RICHARD 
E. DerBy, Converted Rice; HARRY B. DREN- 
NAN, The Superior Oil Company; S. G. Loy, 
Humble Pipe Line Company; R. L. McVey, 
Tennessee Gas & Transmission Company; 
W. M. Papcett, Pan American Pipe Line Com- 
pany. 

Indianapolis Control 

President, DALE R. HopGEs, Diamond Chain 
& Manufacturing Company. 

Vice-President, J. KuRT MAHRDT, The In- 
diana National Bank of Indianapolis. 

Secretary, HOWARD E. LOHMANN, Ayrshire 
Collieries Corporation. 

Treasurer, ROBERT E. Lay, Cummins Engine 
Company, Inc., Columbus, Indiana. 

Directos, Horace T. MATTHEWS, The Wil- 
kinson Company, Inc.; GEORGE E. Myers, Ball 
Brothers Company, Muncie, Indiana; RICHARD 
A. Rice, L. Strauss & Company, Inc.; BERN- 
ARD C. SCHAEFER, Advance Paint Company; 
RUSSELL L. SHOWALTER, Delco Radio Division, 
General Motors Corporation, Kokomo, Indi- 
a sanant H. WINKLER, Haag Drug Com- 

» inc. 
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How Saap-on' fools 








gets cost “whys” 
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KE 
ike 





These are but a few of the 4,000 
iools that are turned out regularly 
at Snap-on Tools Corporation 
of Kenosha, Wis. by hundreds of 
workmen...from scores of different 
machine centers. Operating on 
standard cost, Snap-on wants to 
know the “why” of any variance 
... and wants to know fas¢ in order 
to establish proper controls and 
keep costs in their place. 


“Berore we used Keysort,” says 
Harris H. Kruse, Snap-on-Tools’ 
Industrial Systems Engineer, “our 
control lagged far behind discovery 
of variances because quick access 
to facts was lacking. Keysort gives 
us the right reasons right away... 
and helps us maintain constant 





cost controls that have added up 
to substantial long-run savings.” 


Keysorr applied to Snap-on’s 
production planning supplies top 
management with on-time, on-the- 
beam sales load, factory load and 
performance figures. Management 
can accurately plan employment 
and expenditures in terms of needs 
... knows what delivery dates to 
promise customers ...and knows 
that the promises will be kept. 

Economical, easy to install and 
use, fact-finding McBee methods 
speed and simplify every business 
routine. If you want more business 
facts, in more usable form... and 
want them faster... get in touch 
with the nearest McBee man. 


THE MCBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Avenue, New York 17, N.Y... Offices in principal cities 
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Kansas City Control 

President, Morris A. Cox, William Volker 
& Company of Missouri, Inc. 

Vice-President, J. L. MCKEE, Allied Labora- 
tories, Inc. 

Secretary, WALTER VAUGHN, Stern Brothers 
& Company. 

Treasurer, R. G. WariNnG, Butler Manufac- 
turing Company. 

Directors, ARTHUR H. Crome, Standard 
Steel Works, North Kansas City, Missouri; 
Byron A. JENNINGS, Crown Drug Company; 
LEROY JOHN, Kansas City Wholesale Grocery 
Company; NorMAN F. PAxTON, Panhandle 
Eastern Pipe Line Company. 


Los Angeles Control 

President, ROLLIN E. ECKE, Farmers Insur- 
ance Exchange. 

First Vice-President, DwiGHt A. Moore, Los 
Angeles Turf Club, Inc., Arcadia, California. 

Second Vice-President, ROGER W. LEASON, 
Emsco Derrick & Equipment Company. 

Secretary & Treasurer, Louis C. HAGEMAN, 
The Luer Packing Company. 

Directors, DupDLEY E. BROWNE, Lockheed 
Aircraft Corporation, Burbank, California; 
Murray S. GELBER, The Garrett Corporation; 
WILLARD D. MorGAN, The Garrett Corpora- 
tion. 


Louisville Control 

President, WILLIAM B. HARRELL, Louisville 
Tin & Stove Company. 

Vice-President, BEN R. SHAVER, American 
Air Filter Company, Inc. 

Vice-President, ARTHUR W. HurFF, B. F. 
Avery & Sons Company, Inc. 

Secretary, MARION M. JOHNSON, Brown-For- 
man Distillers Corporation. 

Treasurer, W.R. Hays, Courier-Journal and 
Louisville Times Company, Inc. 

Directors, G. STUART BRUDER, The Mengel 
Company; W. R. CREAL, Turner Day & Wool- 
worth Handle Company; JOHN R. SANDERLIN, 
Brown-Forman Distillers Corporation. 


Milwaukee Control 

President, RAYMOND L. BISCHOFF, Kearney 
& Trecker Corporation. 

Vice-President, LESTER M. LAPorTE, Wiscon- 
sin Electric Power Company. 

Secretary-Treasurer, CLARENCE A. BICKEL, 
The Wisconsin Company. 

Directors, CHESTER W. FosTER, Nordberg 
Manufacturing Company; JAMES S. GASPARDO, 
Ladish Drop Forge Company, Cudahy, Wis- 
consin; ALFRED F. KESSLER, Chain Belt Com- 
pany; G. L. SHUMAN, Twin Disc Clutch Com- 
pany. 

New Orleans Control 

President, J. M. STONNELL, Copolymer Cor- 
poration, Baton Rouge, Louisiana. 

First Vice-President, W. P. SticH, The Leon 
Godchaux Clothing Company, Ltd. 

Second Vice-President, A. E. ELtiott, Lou- 
isiana Power & Light Company. 

Secretary-Treasurer, RICHARD N. VELLEMAN, 
Chas A. Kaufman Co., Ltd. 

Directors, GERALD ANDRUS, New Orleans 
Public Service, Inc.; JOHN R. FINCHER, Baton 
Rouge, Louisiana; F. GANUCHEAU, National 
American Bank of New Orleans; T. A. HAMBY, 
American Creosote Works, Inc.; JOHN F. Mc- 
DonaLp, D. H. Holmes Company, Ltd.; JAMES 
A. RYAN, Wesson Oil & Snowdrift Company, 
Inc.; G. J. SPRINGER, Katz & Besthoff, Ltd. 


New York City Control 

President, ARTHUR L. BOSCHEN, Vick Chem- 
ical Company. 

Vice-President, JOHN D. GRAYSON, Hazel- 
tine Corporation. 

Vice-President, BERNARD S. RODEY, JR., 
Consolidated Edison Company of New York, 
Inc. 

Treasurer, NELSON T. HAMPSON, Lowe Paper 
Company, Ridgefield, New Jersey. 
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Secretary, THEODORE F. GLOISTEN, The 
American Home Magazine Corporation. 

Directors, LESTER W. FiELD, Willcox & Gibbs 
Sewing Machine Company; ARTHUR C. HAR- 
RAGIN, Lone Star Cement Corporation; Row- 
LAND R. HuGHES, The National City Bank of 
New York; CLAuDE W. Hupp, Sterling Drug, 
Inc.; William A. JACKSON, Standard Oil Com- 
pany (New Jersey) ; Stuart W. MCLAUGHLIN, 
West Virginia Pulp & Paper Company; WIN- 
FIELD J]. MCNEILL, General Aniline & Film 
Corporation; ROBERT L. MACKENzIE, E. R. 
Squibb & Sons, Brooklyn, New York; WAYNE 
C. Marks, General Foods Corporation; J. E. 
SAVACOOL, Mack Trucks, Inc.; ARTHUR SUR- 
KAMP, United States Rubber Company ; GEORGE 
O. SWEZEY, Nestle’s Milk Products, Inc.; W1L- 
LIAM J. WARDELL, American Can Company; 
Louis W. WEBSTER, Thomas J. Lipton, Inc., 
Hoboken, New Jersey; NORMAN L. Witt, The 
Angostura-Wuppermann Corporation. 


Philadelphia Control 

President, ALLEN L. FowLeR, Day & Zim- 
merman, Inc. 

Vice-President, EDWARD L. FortTIN, Selas 
Corporation of America. 

Secretary, CHARLES H. YARDLEY, The Penn 
Mutual Life Insurance Company. 

Treasurer, F. A. GREENWOOD, Interstate 
Hosiery Mills, Inc., Lansdale, Pennsylvania. 

Directors, HOLDEN V. ARNAIZ, Hutchinson, 
Rivinus & Company; JOHN P. BoyLe, John 
Wood Manufacturing Company, Inc.; Ray- 
MOND F. BRADSHAW, South Chester Tube Com- 
pany, Chester, Pennsylvania; JOHN T. DEVER, 
Villanova College, Villanova, Pennsylvania; 
FRANKLIN R. EHMANN, The Hellwig Dyeing 
Corporation; CHARLES H. FisH, McIntire, Ma- 
gee & Brown Company; EDwarp W. JONES, 
W. C. Hamilton & Sons, Miquon, Pennsylvania ; 
C. J. KUSHELL, Jr., De Laval Steam Turbine 
Company, Trenton, New Jersey; FRANK E. 
MICHEL, United Parcel Service of Pennsylvania, 
Inc.; F. G. RoBERTS, S K F Industries, Inc.; 
HuGH J. Warp, Pennsylvania Railroad Com- 
pany. 

Pittsburgh Control 

President, PAUL E. SHROADS, National Steel 
Corporation. 

Vice-President, PERRY J. CRANDALL, Rieck- 
McJunkin Dairy Company. 

Secretary, WILLIAM F. 
States Steel Corporation. 

Treasurer, WILLIAM E. SCHEIBLER, Mellon 
National Bank & Trust Company. 

Directors, FLoyp C. BARTON, Hazel-Atlas 
Glass Company, Wheeling, West Virginia; 
RoBERT S. BELL, The Duff-Norton Manufac- 
turing Company; JOHN V. Bowser, The West- 
inghouse Air Brake Company, Wéilmerding, 
Pennsylvania; M. L. JARBOE, Hood Chemical 
Company; L. A. MERTz, Dravo Corporation, 
Neville Island Branch; H. R. PATTON, Carnegie 
Institute of Technology; C. Howarp PAUL, 
Mackintosh-Hemphill Company; CLARENCE P. 
SULLIVAN, Fostoria Glass Company, Mounds- 
ville, West Virginia; J. E. WILSON, First Na- 
tional Bank at Pittsburgh. 


DICKSON, United 


Portland Control 

President, RAYMOND H. SPEAR, Gunderson 
Brothers Engineering Corporation. 

Vice-President, VERNON L. THOMAS, Port- 
land Traction Company. 

Secretary-Treasurer, S. E. GJERDE, Portland 
Trust & Savings Bank. 

Directors, CLyDE R. DEAN, Electric Steel 
Foundry Company; R. F. GRANTZ, The Ore- 
gonian Publishing Company; FRANK A. Ros- 
TEDT, Willamette Hyster Company; W. J. VAN 
ARNAM, Timber Structures, Inc. 


Quad-Cities Control 
President, E. B. OyAAs, Curtis Companies, 
Clinton, Iowa. 
Vice-President, J. H. BAETHKE, The Boss 
Manufacturing Company, Kewanee, Illinois. 


Secretary, J. ARTHUR THOMPSON, 
Lumber Company, Clinton, Iowa. 

Treasurer, DONALD W. HUNTER, Feed Di. 
vision, Pillsbury Mills, Inc., Clinton, Iowa, 

Directors, The above officers constitute the 
Board of Directors. 


Eclipse 


Rochester Control 


President, BERNARD J. BARTZ, Ritter Dental 
Manufacturing Company, Inc. 

Vice-President, HAROLD A. KETCHUM, F. A 
Smith Manufacturing Company, Inc. 

Vice-President, THOMAS J. MCCARRICK, East. 
man Kodak Company. 

Treasurer, DONALD E. DAMOND, Veteran 
Foods, Inc. 

Secretary, 
Products, Inc. 

Directors, WiLBuR W. HETzEL, Stromberg. 
Carlson Company; JOHN W. HIxson, Max 
Lowenthal & Sons; WILLIAM C. Hussey, Levy 
Brothers & Adler Rochester, Inc.; HARoLp §, 
KUHNS, The Haloid Company; LEoNarp R. 
Moorg, E. I. duPont de Nemours & Company, 
Inc., Photo Products Department, Defender Di- 
vision; ROBERT N. PECK, Tobin Packing Com- 
pany, Inc. 


SIGURD TRANMAL, Distillation 


San Francisco Control 

President, WILLIAM T. WERSCHKULL, The 
San Francisco Bank. 

First Vice-President, RALPH C. WAMmsER, 
Cosgrove & Company, Inc. 

Second Vice-President, LLoyp R. BOLING, 
Oliver United Filters, Inc., Oakland, California. 

Secretary & Treasurer, M. M. WOLxtz, Coast 
Manufacturing & Supply Company, Livermore, 
California. 

Directors, GEORGE L. HARDING, The Pacific 
Telephone & Telegraph Company; Guy P. 
JonEs, Consolidated Chemical Industries, Inc.; 
WILLIAM T. MCGILLIvRAy, California Packing 
Corporation; WILSON K. MINOR, Standard Oil 
Company of California. 


Seattle Control 


President, GORDON R. BINGHAM, Northern 
Life Insurance Company. 

First Vice-President, FREDERICK R. ATCHE- 
SON, Frederick & Nelson. 

Second Vice-President, GREGORY S. Morris, 
Associated Shipbuilders. 

Secretary-Treasurer, ALLAN G. MCLEAN, De- 
Forest & Company. 

Directors, C. HAROLD BLOMGREN, Isaacson 
Iron Works; RALPH B. BusH, American Mail 
Line, Ltd. ; J. H: CLAWSON, Puget Sound Power 
& Light Company; JOHN L. JOHNSON, Van 
Waters & Rogers, Inc.; STANLEY P. JONES, 
Northwestern Glass Company. 


Springfield Control 


President, JACKSON R. HOLDEN, American 
Bosch Corporation. 

Vice-President, Victor F. Greis, A. G. 
Spalding & Brothers, Inc., Chicopee, Massachu- 
setts. 

Secretary-Treasurer, JOSEPH A. CHADBOURNE, 
Old Colony Envelope Company, Westfield, 
Massachusetts. 

Directors, WiLLtAM S. HENDRY, Gilbert & 
Barker Manufacturing Company, West Spring 
field, Massachusetts ; PHILIP R. PALAMOUNTAIN, 
McLaurin-Jones Company, Brookfield, Massa- 
chusetts. 

St. Louis Control 


Presidént, JosEPH C. HUEHN, National Beat- 
ing Division, American Brake Shoe Company. 

First Vice-President, WYLLIAM AITKEN, Fal- 
staff Brewing Corporation. 

Second Vice-President, JOHN R. LYMAN, 
Fouke Fur Company. 

Secretary & Treasurer, PRESTON E. PITS, 
Cupples Company. : 

Directors, CLARENCE V. BuRNS, American 
Zinc Lead & Smelting Company; EDWIN + 
CUNNINGHAM, Monsanto Chemical Company; 
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WiLtiAM E. FRIEND, Wrought Iron Range Com- 
any; JOSEPH T. MAHANEY, Missouri-Kansas- 
Texas Railroad Company; WILLIAM L. MEYER, 
Gaylord Container Corporation; ROBERT O. 


P 


MONNIG, International Shoe Company. 


Syracuse Control 
President, FRANCIS D. WEEKS, Lamson Cor- 
jon. 
ra Vice-President, FRED F. Hoyt, Carrier 
Corporation. 

Second Vice-President, EpwarD J. WHALEN, 
Smith-Lee Company, Inc., Oneida, New York. 

Secretary-Treasurer, GEORGE J. BAUMER, 
Muench-Kreuzer Candle Company, Inc. 

Directors, JOHN H. BAKER, Carrier Corpo- 
ration; FRANCIS E. DOONAN, Hall & McChes- 
ney, Inc.; HERBERT S. Howarb, Niagara Hud- 
son Power Corporation; RAYMOND G. JOHN- 
son, Cine Simplex Corporation ; ALLEN C. Ritz, 
Rollway Bearing Company, Inc.; ROBERT L. 
STORMES, Oswego Falls Corporation, Fulton, 
New York; HANS C. Topt, Bristol Laboratories, 

Cc. 

" Toledo Control 

President, EUGENE P. HEILEs, Surface Com- 
bustion Corporation. 

Vice-President, JOSEPH V. BRITT, Unitcast 
Corporation. 

Secretary, EDMUND L. STEWART, Sandusky 
Foundry & Machine Company, Sandusky, Ohio. 

Treasurer, HOBART M. Brown, The Toledo 
Steel Products Company. 

Directors, J. C. BEHRINGER, American Steel 
Package Company, Defiance, Ohio; HERBERT 
E. BREMFORDER, The A. P. Parts Corporation; 
CLoyp O. DAwson, Owens-Illinois Glass Com- 
pany; JAMES B. FENNER, Electric Auto-Lite 
Company ; Louis L. MELICK, Dana Corporation ; 
F. §. Stick, The Ohio Oil Company, Findlay, 
Ohio; WILLIAM E. WATSON, The Commerce 
Guardian Bank. 


Twin Cities Control 

President, RICHARD H. Dog, United Prop- 
erties, Inc., St. Paul, Minnesota. 

First Vice-President, A. E. AHLBERG, North 
Western-Hanna Fuel Company, St. Paul, Min- 
nesota. 

Second Vice-President, STACY L. ANGLE, Min- 
neapolis-Moline Power Implement Company, 
Minneapolis, Minnesota. 

Secretary-Treasurer, GEORGE H. HEss, Jr., 
St. Paul, Minnesota. 

Directors, H. J. ANDERSON, Minneapolis, 
Minnesota; R. D. Gower, George A. Hormel 
& Company, Austin, Minnesota; ERNEsT G. 
KELLETT, Northern States Power Company, 
Minneapolis, Minnesota; FRED E. KING, Mun- 
singwear, Inc., Minneapolis, Minnesota; HARRY 
W. Moserc, American Hoist & Derrick 
Company, St. Paul, Minnesota; R. A. SEXTON, 
Minneapolis Brewing Company, Minneapolis, 
Minnesota; PAUL H. WERNICKE, Minneapolis- 
Honeywell Regulator Company, Minneapolis, 
Minnesota. 


Western Michigan 
President, GLENN D. ABBOTT, Muskegon 
Piston Ring Company, Sparta, Michigan. 
Vice-President, THOMAS R. MINSHULL, E. H. 
Sheldon & Company, Muskegon, Michigan. 
Vice-President, W. F. WINTERHALTER, Globe 


_ Knitting Works, Grand Rapids, Michigan. 





Treasurer, FRANCIS W. MaAGATTI, The Muir 
Company, Grand Rapids, Michigan. 

Secretary, WALTER W. WENNERSTROM, 
Grand Rapids Plaster Company, Grand Rapids, 


| Michigan. 


Directors, Roy T. Kiert, A. M. Todd Com- 
pany, Kalamazoo, Michigan; PETER KROMANN, 
Holland-Racine Shoes, Inc., Holland, Michigan. 


* * 
16th ANNUAL MEETING 
Controllers Institute of America 
CHICAGO—OCT. 19-22, 1947 
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Special 
tailored / 


Uniset carbon interleaved busi- 
ness systems are especially 
tailored to fit the unique and indi- 
vidual needs of any job. They 
make hard jobs easy and elimin- 
ate wasted motions. 

There is no limit to Unisets’ 
cost-saving possibilities. Copies 
and carbons are specifically tail- 
ored for every job. Special die- 
cuts and short or narrow sheets 
make it simple to omit information 
(in any position) from any copy. 

Detachable shipping labels— 
even tags with strings—can be 
built into Unisets to further guar- 
antee ‘no strings” on your office 
efficiency. 








Unisets’ new, patented pullout perfor- 
ation speeds easy, clean separation of 








copies from stub, greatly reducing 
chances of torn copies. No defacing! No 
time wasted patching or rewriting! Uni- 
set one-time carbon forms are great 
aids to typists’ speed and disposition. 

Write today, for “demonstrator” sets 
—plus information regarding the many 
ways that Unisets have simplified com- 
plicated jobs of all types. 


UNISETS, The Versatile Business Systems by 


® 


The 


- REYNOLDS 


SALES OFFICES IN MANY PRINCIPAL CITIES. 
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THE MARK OF SUPERIORITY 
IN MODERN BUSINESS MACHINES 


Bookkeeping Machines 


Burroughs : . 
& Adding Machines 3 
Burroughs 
- 9 
Burroughs 
Typewriter Accounting Machines e Calculators 


Receipting Machines 





Burroughs 


Cash Registering Machines 


Statistical Machines => 








